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FEDERAL  CONTRACT  BUNDLING:  HOW  CAN 
SMALL  BUSINESS  COMPETE? 


WEDNESDAY,  OCTOBER  11,  1995. 

House  of  Representatives, 
Committee  on  Small  Business, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  2:10  p.m.,  in  room 
2359-A,  Raybum  House  Office  Building,  Hon.  Jan  Meyers  (chair- 
woman of  the  committee)  presiding. 

Chairwoman  Meyers.  The  meeting  is  called  to  order. 

Our  hearing  today  will  focus  on  Federal  contract  bundling  and 
its  effect  on  small  business.  As  many  of  you  will  recall,  the  signifi- 
cance of  this  issue  was  emphasized  by  the  delegates  to  the  1995 
White  House  Conference  on  Small  Business.  Broadly  defined,  con- 
tract bundling  is  the  practice  of  consolidating  Government  con- 
tracts by  limiting  access  and  the  opportunity  to  compete  in  the  pro- 
curement process. 

This  committee  has  addressed  this  issue  in  the  past,  although 
from  a  broader  perspective.  Today  we  continue  our  oversight  re- 
sponsibilities by  focusing  on  two  specific  industries  faced  with  pro- 
posals to  bundle  Federal  procurement  contracts.  Our  specific  inter- 
est this  afternoon  is  to  examine  governmental  efforts  to  increase  ef- 
ficiency, while  at  the  same  time  evaluating  the  effects  that  these 
efforts  may  have  on  small  business. 

The  first  industry  we  will  consider  is  the  air  freight  forwarding 
industry,  which  performs  the  vital  service  of  shipping  heavy  cargo 
for  Government  agencies.  It  is  not  surprising  that  the  vast  majority 
of  this  industry's  business  is  with  the  Department  of  Defense. 

Under  the  current  procedures,  any  air  freight  forwarding  com- 
pany wishing  to  do  business  with  the  Federal  Government  gen- 
erallv  submits  a  bid  to  the  Government  agency  needing  heavy  air 
freight  services.  As  a  result,  free  and  open  competition  character- 
izes this  system. 

Under  a  new  proposal  by  the  General  Services  Administration, 
any  private  air  freight  forwarding  company  may  bid  on  a  contract 
provided  that  the  company  can  meet  a  number  of  stringent  require- 
ments. One  of  our  principal  concerns  with  this  proposal  is  whether 
it  will  force  small  businesses  in  this  industry  out  of  business  by  re- 
quiring them  to  demonstrate  impossibly  high  levels  of  past  per- 
formance in  order  to  be  awarded  Government  contracts. 

The  second  industry  that  we  will  examine  today  is  the  household 
goods  shipping  industry.  This  industry  is  responsible  for  moving 
the  personal  goods  of  thousands  of  military  personnel  and  their 
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families  between  domestic  and  international  military  installations 
every  year. 

Under  the  current  procedures,  any  private  household  goods  ship- 
per can  bid  on  any  channel  or  route  between  military  installations 
every  6  months.  While  the  lowest  bidder  wins  on  each  route,  there 
is  usually  far  too  much  traffic  for  any  one  companv  to  handle. 
Therefore,  a  second  round  of  rate  filings  are  permitted,  and  compa- 
nies are  allowed  to  exercise  a  "me  too"  provision,  which  allows  com- 
panies who  lost  the  original  bid  to  handle  excess  traffic  at  the  origi- 
nal winner's  low  rate.  This  ensures  open  competition  for  small 
business  and  enables  the  Government  to  handle  excess  capacity  at 
the  lowest  possible  cost  to  the  taxpayer. 

Under  a  new  proposal  by  the  Military  Traffic  Management  Com- 
mand, each  channel  or  route  would  be  bid  on  every  2  years  with 
three  renewal  options  on  a  "winner-take-all"  system.  Thus,  a  single 
company  could  win  the  route  for  up  to  5  years  and  the  pool  of  com- 
panies who  today  handle  excess  capacity  would  all  be  eliminated. 

In  addition,  this  new  proposal  would  also  reverse  the  current  ex- 
emption from  the  Federal  Acquisition  Regulations,  the  FAR,  for 
household  goods  shipping  contracts.  As  many  of  us  know,  the  FAR 
is  a  complex  series  of  regulations  and  specifications  and  is  cur- 
rently subject  to  a  major  overhaul  program.  I  am  very  concerned 
that  this  proposal  may  force  small  businesses  in  this  industry  out 
of  business  by  moving  to  a  winner-take-all  bidding  system.  In  addi- 
tion, unless  uie  FAR  is  substantially  modified,  small  business  will 
be  subjected  to  costly  and  unnecessary  administrative  burdens 
under  tnis  proposal. 

While  it  IS  important  to  examine  these  two  specific  procurement 
proposals,  we  must  keep  in  mind  that  contract  bundling  has  in- 
creasingly become  a  govemmentwide  trend.  When  inappropriately 
applied,  contract  bundling  can  have  devastating  effects  on  small 
business  and  can  ultimately  reverse  the  benefits  to  the  Govern- 
ment by  eliminating  competition. 

It  is  my  hope  this  afliernoon  that  we  can  engage  the  Government 
and  the  small  business  witnesses  on  both  these  issues  in  an  open 
and  constructive  dialogue.  In  this  vein,  we  should  applaud  the  ben- 
efits, identify  the  problems,  and  move  to  an  equitable  resolution  of 
the  differences  that  exist  on  these  issues.  The  Government's  goal 
of  cost  efficiency  is  a  laudable  one.  yet  it  cannot  be  accomplisned 
solely  at  the  expense  of  those  small  businesses  that  contribute  so 
greatly  to  America's  economic  gjrowth  and  to  the  employment  of  our 
citizens. 

I  will  recognize  at  this  time  the  Ranking  Member  of  the  commit- 
tee, Mr.  John  LaFalce,  and  then  we  will  hear  immediately  fi^om 
Congressman  Jack  Quinn  of  New  York,  who  wants  briefly  to  speak 
on  this  issue.  Mr.  LaPalce. 

[Chairwoman  Meyers*  statement  may  be  found  in  the  appendix.] 

Mr.  LaFalce.  Thank  you  very  much  for  calling  this  very  impor- 
tant hearing  today.  The  problem  of  contract  bundling  in  Federal 
procurement  is  not  a  new  one  but  it  is  one  that  we  usually  do  not 
hear  very  much  about.  Rarely  does  the  issue  get  the  kind  of  orga- 
nized opposition  that  the  air  freight  forwarding  and  household 
goods  forwarding  industries  have  brought  to  bear  on  two  solicita- 
tions. But  I  think  it  is  wonderful  that  they  have  brought  this  oppo- 


sition  to  bear  because  I  think  these  solicitations  threaten  the  sur- 
vival of  small  businesses  engaged  in  these  lines  of  work. 

One  of  the  people  who  has  been  in  the  forefront  of  this  who  has 
done  a  formidable  job  in  drawing  attention  to  the  issue  is  Mr.  Chris 
Alf,  who  I  have  known  since  1990,  1991,  started  out  when  he  was 
flying  back  £ind  forth  on  U.S.  Air  between  Buffalo,  New  York,  and 
Washington,  DC,  and  then  shortly  thereafter  he  left  his  employ- 
ment to  become  president  of  National  Air  Cargo,  I  suspect  around 
1991  or  so. 

I  have  worked  with  Chris  since  that  time  on  a  number  of  dif- 
ferent issues.  He  has  expended  an  enormous  amount  of  time  and 
energy  talking  to  people  in  the  Federal  Government  about  the 
flaws  in  the  GSA  air  freight  forwarding  proposal,  about  its  serious 
negative  effects  on  small  businesses  like  his,  about  the  subsequent 
loss  of  jobs  to  untold  numbers  of  employees  when  these  small  firms 
face  downsizing  or  closing,  and  about  the  poor  air  freight  service 
the  Government  will  receive  if  this  unmanageable,  and  if  history 
is  any  guide,  nonperformable  contract  goes  through. 

Another  of  today's  witnesses,  Jere  Glover,  the  nead  of  the  Small 
Business  Administration's  Office  of  Advocacy,  is  also  to  be  com- 
mended for  the  work  he  and  his  staff  have  done  to  oppose  these 
solicitations  on  behalf  of  the  small  business  community.  They  have 
represented  to  the  GSA  that  contract  bundling  is  opposed  by  the 
Congress,  and,  even  more  importantlyj  is  a  violation  of  the  law  of 
the  land  that  has  previously  been  legislated  by  the  Congress  and 
signed  into  law  by  the  President.  They  have  noted  that  contract 
bundling  reduces  competition  and  leads  to  higher  Government 
costs  in  the  long  run. 

Despite  all  of  this,  GSA  still  contends  apparently  that  the  air 
freight  contract  does  not  constitute  bundling,  and  that  small  busi- 
nesses are  afforded  procurement  opportunities  under  this  solicita- 
tion. GSA  and  the  Military  Traffic  Management  Command  further 
contends  that  contracts  such  as  theirs  leverage  the  Government's 
buying  power  for  better  prices  and  service,  and  reduces  administra- 
tive overhead. 

I  am  not  persuaded  at  all  that  one  can  a^n^egate  something  so 
disparate  as  the  freight  shipping  needs  of  uie  U.S.  Grovemment, 
and  so  I  look  forward  to  hearing  Mr.  Beres'  and  Mr.  Moore's  testi- 
mony supporting  GSA's  and  MTMC's  position. 

Thank  you  very  much  for  having  this  very  important  hearing, 
Madam  Chair. 

Chairwoman  Meyers.  Thank  you,  Mr.  LaFalce. 

[Mr.  LaFalce's  statement  may  be  found  in  the  appendix.] 

Chairwoman  Meyers,  Mr.  Skelton,  I  ask  that  any  other  Mem- 
bers with  opening  remarks  to  please  submit  them  to  be  included 
in  the  record,  if  that  is  all  right  with  you. 

Mr.  Skelton.  Yes.  I  ask  unanimous  consent  to  have  my  state- 
ment set  forth  fully  in  the  record. 

I  was  Chairman  of  the  subcommittee  which  held  hearings  and 
subsequently  passed  into  law  section  208  of  Public  Law  101-574, 
the  Small  Business  Administration  Reauthorization  Act  of  1990 
which  dealt  with  this  subject.  I  commend  you  on  this  hearing. 
Thank  you. 

Chairwoman  Meyers.  Thank  you  very  much,  Mr.  Skelton. 


We  will  be  hearing  from  you  later,  as  I  want  to  recognize  your 
leadership  in  this  field. 

[Mr.  Skelton's  statement  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  Let  me  now  introduce  Congressman  Jack 
Quinn  from  New  York.  Mr.  Quinn  has  been  an  outspoken  advocate 
for  small  business  on  the  issue  of  Government  contract  bundling 
and  we  look  forward  to  his  remarks.  I  understand  he  has  a  markup 
and  will  not  be  able  to  stay  for  questions  but  we  look  forward  to 
hearing  his  testimony. 

Mr.  Quinn.  Thank  you.  I  apologize  for  having  to  leave.  If  I  am 
able  to  I  will  be  back. 

I  want  to  thank  you  for  having  the  hearing  today.  I  believe  that 
this  is  a  classic  class  of  a  small  business  owner  in  upstate  New 
York  and  others  across  the  country  in  a  situation  that  is  not  good. 
They  have  worked  through  the  system  to  end  up  here  today  to  tell 
their  story.  I  commend  you  and  the  members  of  the  committee  for 
hearing  them  this  afternoon. 

Before  I  begin,  I  want  to  say  a  special  thanks  to  John  LaFalce, 
my  colleague  who  shares  part  of  the  city  of  Buffalo,  who  has  been 
an  adviser  to  me.  His  leadership  over  the  years  has  been  extremely 
helpful. 

I  ask  unanimous  consent  that  prepared  remarks  I  have  be  en- 
tered into  the  record. 

Chairwoman  Meyers.  So  ordered. 

TESTIMONY  OF  THE  HONORABLE  JACK  QUINN,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Quinn.  Thank  you,  Madam  Chair. 

Small  business,  as  we  would  all  agree,  particularly  those  of  you 
who  are  members  of  this  committee,  happens  to  be  the  backbone 
of  America.  It  employs  more  people  and  does  more  to  stimulate  the 
economy  of  our  Nation  than  any  other  segment  of  society.  There- 
fore, it  is  particularly  alarming  when  the  Government  appears  to 
take  actions  which  will  harm  this  important  business  sector. 

I  believe  the  Government  must  cut  its  costs,  but  not  at  the  ex- 
pense of  the  Nation  itself. 

When  a  constituent  Chris  Alf,  the  owner  of  National  Air  Cargo 
in  Buffalo,  New  York,  came  to  me  and  told  me  about  a  recent  air 
cargo  RFP  from  GSA,  I  was  worried  I  was  worried  because  it  ap- 
peared to  effectively  eliminate  the  participation  of  small  business 
carriers  in  the  shipment  of  air  freight.  As  you  will  hear  from  the 
second  panel  this  afternoon,  an  attempt  at  consolidation  by  the 
DOD  in  the  case  of  household  goods  movers  is  but  a  second  exam- 
ple of  the  attempt  to  eliminate  small  business  providers  by  consoli- 
dating Grovemment  contracts  into  a  single  large  carrier. 

As  you  have  mentioned  in  your  opening  statements.  Madam 
Chair,  we  are  all  well  aware  that  one  of  the  reasons  for  our  Na- 
tion's success  in  the  Gulf  War  was  the  presence  of  a  large  number 
of  small  air  freight  carriers  which  were  able  to  step  in  and  deliver 
necessary  parts  and  equipment  on  very  short  notice.  Without  their 
existence,  it  is  doubtful  Uiat  we  would  have  been  so  successful  in 
that  action.  Therefore,  any  measure  which  would  result  in  such 
businesses  being  unable  to  continue  operation  would  harm  not  only 
them  and  their  employees  but  also  make  it  less  likely  that  our  Na- 


tion  would  be  able  to  fiilly  and  rapidly  respond  in  the  event  of  a 
national  tragedy. 

I  am  particularly  pleased  this  afternoon  to  introduce  to  the  com- 
mittee a  constituent,  Chris  Alf,  who  brought  this  problem  to  my  at- 
tention. He  is  an  entrepreneur  from  my  district:  In  the  true  sense 
of  the  American  term,  a  success  story,  an  individual  who  found  a 
need  and  worked  to  fulfill  it. 

After  spending  a  number  of  years  as  an  air  freight  sales  rep- 
resentative, Mr.  Alf  founded  National  Air  Cargo  in  1991.  National 
Air  Cargo  provides  door-to-door  charter,  same  day,  overnight,  and 
second  day  air  cargo  services  worldwide.  The  company's  services 
are  unmatched  in  the  cargo  industry.  National  Air  Cargo  will  ship 
anything  anywhere. 

For  example,  while  some  other  air  freight  carriers  are  bound  by 
a  150-pound  weight  limitation  and  restricted  from  delivering  to 
out-of-the-way  areas,  this  company  will  send  the  heaviest  weight 
package  to  any  remote  delivery  site.  The  company's  many  cus- 
tomers include  the  Department  of  Defense,  whose  shipments  of  cru- 
cial security  equipment  have  always  been  delivered  expeditiously 
and  safely. 

In  addition  to  serving  the  Nation,  Mr.  Alf  s  firm  has  grown  in  the 
past  4  years  to  the  point  at  which  it  now  employs  about  15  individ- 
uals in  his  home  office  in  Buffalo  in  Western  New  York,  and  pro- 
vides employment  to  hundreds  of  others  throughout  the  Nation  as 
a  result  of  its  air  cargo  business. 

Madam  Chair,  I  am  concerned  that  the  GSA  proposal  will  impair 
the  record  of  innovation  and  efficiency  of  our  Nation's  small  compa- 
nies such  as  this  company.  The  air  freight  industry  is  growing  at 
an  annual  rate  of  about  7  percent.  Mr.  Alf  is  a  dynamic,  sensible 
business  leader  and  I  am  confident  that  he  will  provide  this  com- 
mittee with  sound  information  on  how  to  better  serve  the  Federal 
Government  in  fulfilling  its  needs  in  a  competent,  safe,  and  effec- 
tive manner. 

I  look  forward  to  his  words,  and  again,  thank  you  for  giving  him 
,  and  others,  including  myself,  the  opportunity  and  the  chance  to 
be  here.  I  think  it  is  a  classic  case  of  David  and  Groliath  where  Gov- 
ernment may  put  small  business  right  out  of  work.  I  stand  ready 
after  today's  hearing  to  participate  with  the  committee  in  answer- 
ing questions  which  you  may  have. 

Chairwoman  Meyers.  Thank  you  very  much  for  being  with  us 
today,  Mr.  Quinn.  We  are  sorry  tnat  you  can't  stay. 

[Mr.  Quinn's  statement  may  be  found  in  the  appendix.] 

[Mr.  Flake's  statement  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  I  would  like  to  ask  at  this  time  the  two 
other  members  of  our  first  panel  to  join  Mr.  Alf  at  the  table. 

Our  first  panel  consists  of  witnesses  from  Government  and  small 
business.  I  welcome  Chris  Alf,  Jim  Foster,  and  Allan  Beres. 

Chris  Alf,  as  Mr.  Quinn  has  mentioned,  is  the  President  of  Na- 
tional Air  Cargo  in  Buffalo,  New  York.  Jim  Foster  is  the  executive 
director  and  president  of  the  Airforwarders  Association  located  in 
Orange,  California,  and  Allan  Beres  is  the  Assistant  Commissioner 
of  the  General  Services  Administration  with  the  Office  of  Transpor- 
tation and  Property  Management  here  in  Washington.  We  will  first 
hear  from  Mr.  Alf 


TESTIMONY  OF  CHRIS  ALF,  PRESIDENT,  NATIONAL  AIR 

CARGO 

Mr.  Alf.  Good  afternoon,  Chairwoman  Meyers  and  members  of 
the  Small  Business  Committee.  National  Air  Cargo  is  a  small, 
heavyweight  air  freight  carrier  with  a  history  of  providing  quality 
air  freight  services  to  the  Federal  Grovernment  as  well  as  the  pri- 
vate sector. 

I  would  like  to  thank  you  for  allowing  me  to  appear  before  the 
committee  and  to  testify  regarding  GSA's  attempt  to  bundle  vir- 
tually all  the  Grovemment's  air  freight  into  one  giant  contract,  a 
contract  bigger  than  any  air  freight  contract  in  the  world.  By  GSA's 
own  estimates,  this  5-year  contract  could  exceed  $500  million.  I  es- 
timate the  contract  can  potentially  exceed  $1  billion. 

Mr.  LaFalce.  I  wonder  if  you  would  slow  down  a  bit. 

Mr.  Alf.  The  time  restriction  is  the  problem.  I  have  to  say  every- 
thing in  such  a  short  period  of  time. 

I  want  to  stress  that  I  am  not  before  you  requesting  special  treat- 
ment or  set-asides  for  a  small  business  like  mine.  On  the  contrary; 
I  am  before  you  requesting  that  small  businesses  have  an  oppor- 
tunity to  compete  for  the  U.S.  Government  air  freight  business 
through  a  free  and  open  competitive  process  currently  in  place. 
This  GSA  solicitation  disposes  of  the  free  and  competitive  process 
and  creates  a  set-aside  for  one  big  company.  The  current  system 
which  allows  small  and  big  businesses  to  compete  head-to-head  for 
each  air  freight  shipment  works  in  the  best  interest  of  the  Grovern- 
ment as  well  as  the  private  sector. 

It  is  significant  that  just  last  year  the  Military  Traffic  Manage- 
ment Command,  an  agency  that  specializes  in  the  transport  of  mili- 
tary cargo,  announced  a  program  to  bundle  Navy  and  defense  logis- 
tics agencv  depots'  heavyweight  air  cargo  into  one  large  contract 
and  award  it  to  one  company.  National  Air  Cargo,  along  with  oth- 
ers in  my  industiy,  the  Air  Forwarders  Association  and  the  Small 
Business  Office  of  Advocacjr,  strongly  objected  to  this  process.  We 
advised  the  Military  Traffic  Management  Command  that  heavy- 
weight air  freight  does  not  fit  into  a  one-size-fits-all  Grovemment 
contract  approach  and  that  the  materials  involved  are  always  criti- 
cal, often  involving  repair  parts,  and  cannot  be  delayed  for  any  rea- 
son. When  shipments  are  delayed,  aircraft  sit  on  the  tarmac,  ships 
and  submarines  don't  set  to  sea,  and  troops  being  activated  will  be 
forced  to  wait  for  important  supplies  such  as  chemical  warfare 
suits.  Most  of  all,  heavyweight  sdr  freight  best  serves  the  needs  of 
its  customers  under  a  decentralized,  fair,  free  and  open  competitive 
market  that  provides  local  transportation  officers  the  required 
flexibility  to  achieve  best-price  and  on-time  delivery. 

Over  these  strong  objections,  the  contract  was  awarded.  As  we 
predicted,  the  one-size-fits-all  approach  was  a  complete  disaster. 
Over  90  percent  of  the  shipments  arrived  late,  sometimes  weeks 
late,  or  were  not  delivered  at  all.  Millions  of  dollars  of  military 
freight  was  lost.  It  took  3  months  to  CEincel  this  contract.  In  spite 
of  all  the  problems,  local  transportation  officers  were  forced  to  use 
the  troubled  carrier.  As  in  the  proposed  GSA  contract,  the  Military 
Traffic  Management  Command  contract  was  so  large  it  became  un- 
responsive. 


Now,  one  year  later,  GSA  again  proposes  to  use  the  same  failed 
approach  to  heavyweight  air  freight  and  implement  it  on  a  vastly 
larger  scale,  encompassing  virtually  all  U.S.  Government  agencies. 
A  program  which  was  a  total  failure  in  both  cost  and  service  at  a 
subset  of  one  agency  is  now  proposed  for  effectively  the  entire  Fed- 
eral Government.  The  U.S.  Government,  the  small  business  com- 
munity, die  American  taxpayers,  and  most  importantly  the  soldiers 
in  die  field  cannot  afford  such  an  ill-advised  experiment  again. 

This  is  a  time  where  the  American  public  as  well  as  the  Mem- 
bers of  Congress  are  calling  for  a  smaller  decentralized,  more  effi- 
cient Government.  GSA  is  proposing  to  increase  and  centralize 
Government.  GSA  proposes  to  eliminate  all  but  one  company  from 
the  U.S.  Government's  overnight  air  freight  business.  In  fact,  the 
GSA  solicitation  in  question  ensures  that  virtually  all  companies 
which  are  now  engaged  in  competing  for  U.S.  Government  heavy- 
weight air  freight  will  without  a  doubt  face  severe  economic  hard- 
ship. Moreover,  this  program  threatens  to  jeopardize  national  secu- 
rity by  eliminating  a  network  of  air  freight  forwarders. 

Our  military  is  much  stronger  under  the  current  program.  Many 
share  the  opportunity  of  transporting  military  cargo  so  that  in  time 
of  war  the  country  has  a  proven  system  in  place  to  meet  surge  re- 
quirements. Under  the  GSA  system,  the  Government  is  putting  all 
their  eggs  in  one  basket.  What  if  a  carrier's  employees  go  on  strike 
at  the  start  of  a  military  operation  similar  to  Desert  Storm?  Only 
one  company  is  capable  of  coming  close  to  meeting  the  bid  speci- 
fications. All  other  competition  is  immediately  eliminated.  This  car- 
rier must  know  there  is  no  competition;  therefore,  the  carrier  can 
submit  higher  rates  than  what  the  Government  is  currently  paying 
and  there  will  be  no  one  to  challenge  them,  no  one,  including  GSA. 

Ladies  and  gentlemen,  it  is  in  GSA's  best  interest  to  choose  the 
most  expensive  carrier.  Under  the  terms  of  the  solicitation,  GSA 
makes  a  profit  of  1  percent  of  the  total  charges  under  a  program 
called  Industrial  Funding.  The  more  money  the  carrier  charges,  the 
more  money  GSA  makes.  It  specifically  states  in  the  contract  GSA's 
industrial  funding  fee  is  subject  to  adjustments.  Virtually  all  the 
Government  eigencies  are  now  on  the  hook  and  at  any  time  after 
implementation  of  this  contract,  GSA  can  raise  the  industrial  fund- 
ing fee  to  2  percent,  5  percent,  10  percent,  or  100  percent.  There 
is  no  limit  specified  in  the  contract. 

It  is  proven  that  GSA  wanted  to  receive  a  4  percent  users  fee 
from  negotiating  trucking  contracts.  It  would  make  sense  that  they 
would  luce  to  diarge  the  same  fees  for  this  air  freight  contract. 
Since  GSA  is  industrial  funded,  they  looked  at  heavyweight  air 
freight  as  a  golden  goose  and  this  became  their  motive  for  bundling 
virtually  all  of  the  Government  cargo  into  this  contract. 

Heavyweight  air  freight  is  where  the  money  is.  For  example,  a 
1  pound  shipment  may  bill  out  to  approximately  $4  and  a  4,000 
pound  shipment  may  bill  out  to  approximately  $3,500. 

Ladies  and  gentlemen,  this  entire  hearing  boils  down  to  money. 
The  bottom  line  is  GSA  is  initiating  this  contract  to  make  more 
money  and  increase  the  size  of  GSA.  National  Careo  is  not  asking 
for  preferential  treatment.  All  that  I  am  asking  is  u>t  full  and  open 
access  and  the  ability  to  compete  for  Grovernment  cargo.  What  the 
GSA  solicitation  proposes  is  total  exclusion  of  businesses  like  Na- 


8 

tional  Air  Cargo  from  competition  for  U.S.  Grovemment  overnight 
air  cargo.  This  will  lead  to  only  one  result:  Bankruptcy  for  small 
air  freight  companies  and  unemployment  for  thousands  of  individ- 
ual Americans.  It  will  also  lead  to  further  Government  intrusion 
into  private  enterprise.  Surely  this  is  not  in  the  best  interest  of  our 
economy  nor  does  it  reflect  the  direction  taken  by  Congress. 

I  strongly  urge  this  committee  carefully  examine  this  solicitation 
and  mandate  uiat  it  reflect  this  Congress'  desire  to  move  away 
from  more  and  bigger  Government  and  toward  more  competition  in 
the  private  sector.  I  am  asking  this  committee  for  one  thing  and 
one  thing  only.  I  need  your  help  to  stop  this  contract  so  I  will  have 
the  opportunity  to  continue  to  make  sales  calls  on  military  installa- 
tions and  agencies  in  the  U.S.  Government.  If  this  contract  is 
stopped  tomorrow,  I  am  not  guaranteed  business.  I  will  have  to 
continue  to  prove  myself  and  my  company  on  a  daily  basis  both 
with  competitive  pricing  and  excellent  service.  I  can  compete  effec- 
tively with  any  heavyweig:ht  air  freight  company  no  matter  how 
large  on  an  installation-by-installation  basis. 

I  want  to  mention,  I  had  an  opportunity  to  look  over  Allan  Beres' 
testimony,  and  to  be  politically  correct,  there  are  mistruths  in  it. 
I  can't  believe  that  somebody  would  sit  before  Congress  and  say 
such  things.  It  says  here,  imder  DOD  requirements  the  scope  of 
GSA  procurement  for  freight  services  is  much  more  limited  than 
was  a  DOD  procurement.  We  just  discussed  that,  that  the  procure- 
ment was  only  for  DOD  depots  and  Navy  depots.  Under  this  con- 
tract, they  bundle  together  virtually  the  entire  U.S.  Government, 
including  all  the  military.  So  where  he  comes  off  saying  that  I  am 
not  sure. 

In  addition,  another  falsehood,  we  have  also — it  is  stated  here  we 
have  also  been  advised  that  less  than  1  percent  of  all 

Congress  woman  Meyers.  Mr.  Alf,  maybe  we  should  let  Mr.  Beres 
present  his  testimony  before  you  comment. 

Mr.  Alf.  It  is  just  frustrating.  I  am  sorry.  I  wasn't  too  sure  if 
I  had  the  last  word  or  not,  so  I  must  apologize. 

On  behalf  of  all  my  employees,  I  would  Tike  to  thank  you.  Chair- 
woman Meyers,  I  really  appreciate  this,  and  committee  members 
for  their  hard  work  on  this  issue  and  for  the  opportunity  to  try  to 
save  my  company  by  bringing  these  matters  before  you  at  this 
hearing.  I  would  like  to  thank  the  U.S.  Small  Business  Administra- 
tion's Office  of  Advocacy  for  substantial  efforts  on  this  issue  as 
well.  Please  do  not  let  GSA  put  me  out  of  business. 

Thank  you  very  much  for  all  your  time.  I  sincerely  appreciate  it. 

Chairwoman  MEYERS.  We  appreciate  having  you  here. 

[Mr.  Alf  s  statement  mav  be  found  in  the  appendix.] 

Chairwoman  Meyers.  Our  next  witness  will  be  Jim  Foster,  exec- 
utive director  of  Airforwarders  Association  of  Orange,  California. 

TESTIMONY"  OF  JIM  FOSTER,  EXECUTIVE  DIRECTOR, 
AIRFORWARDERS  ASSOCIATION 

Mr.  Foster.  Thank  you.  Madam  Chairman,  members  of  the  com- 
mittee. I  want  to  thank  the  committee  for  calling  this  hearing  on 
contract  bimdling  and  your  continued  efforts  in  support  of  small 
business. 


My  name  is  Jim  Foster  and  I  am  executive  director  of  the 
Airforwarders  Association.  Our  association  was  formed  in  1991  by 
15  air  freight  forwarding  and  small  business  companies  who  felt 
the  need  to  band  together  for  mutual  support  and  development  of 
joint  resources.  We  now  have  87  forwarder  members  as  well  as  31 
associate  members  who  have  an  interest  in  the  well-being  of  our 
industry. 

I  do  not  need  to  state  to  this  committee  how  a  healthy  small 
business  community  is  vital  to  our  Nation's  economy.  You  of  all 
committees  know  that  the  majority  of  growth  in  jobs  comes  from 
the  small  business  sector  while  the  Fortune  500  companies  con- 
tinue to  downsize  and  lay  off  workers. 

Today's  hearing  gives  you  the  opportunity  to  look  at  the  personal 
attention  and  unique  skills  of  small  forwarders  in  the  military 
heavyweight  freight  business.  For  years,  these  forwarders  have 
provided  to  DOD  a  level  of  service  and  expertise  that  is  vital  to  na- 
tional security  as  well  as  the  national  economy.  We  fully  agree  with 
the  congressional  efforts  to  reform,  streamline,  and  modernize  the 
way  Government  performs  many  of  its  necessary  functions.  In  the 
shipping  business,  the  results  are  not  difficult  to  quantify:  Did  the 
shipment  arrive  when  it  was  needed,  and  was  it  done  efficiently 
and  economically? 

We  know  that  this  committee  will  oppose  efforts  to  undermine 
the  participation  of  small  business  or  exclude  them,  and  this  goal 
should  not  conflict  with  the  goal  of  overall  Government  reform.  You 
have  actively  opposed  the  notion  of  bundling  as  it  affects  small 
business,  and  the  GSA  proposal  for  heavyweight  freight  is  a  classic 
case  of  contract  bundling. 

These  shipments,  mostly  military,  have  been  handled  in  an  effi- 
cient and  economic  manner  by  a  number  of  intensely  competitive 
small  companies.  Independent  air  freight  forwarding  companies 
serving  out  of  the  way  military  depots  are  part  of  an  established 
network  which  is  critical  in  times  of  national  security  crises. 

These  freight  forwarding  companies  are  simply  asking  for  the 
right  to  continue  to  compete  for  this  important  business.  For  most 
of  them,  heavyweight  military  shipments,  oflen  repair  parts  and 
other  emergency  supplies,  constitute  the  majority  of  their  business. 
Jobs  will  be  lost,  competition  eliminated,  and  the  network  de- 
stroyed if  the  GSA  bundles  this  business  to  one  large  company. 

This  is  one  of  a  number  of  areas  where  GSA  is  operating  against 
the  express  wishes  of  Congress  by  changing  or  attempting  to  mod- 
ify established  business  practices  in  order  to  charge  fees  or  collect 
rebates  from  these  business  transactions.  GSA  did  not  inform  the 
Congress  of  the  bundling  proposal,  thev  gave  us  evasive  responses 
as  to  why  they  think  it  will  work  and  what  will  be  the  effect  on 
small  business,  and  who  was  behind  the  idea  in  the  first  place.  To 
this  day,  no  one  knows  the  answers  to  these  questions. 

The  Small  Business  Administration,  experts  in  military  logistics 
and  procurement,  as  well  as  the  House's  Small  Business  Commit- 
tee have  opposed  this  bundling  proposal  as  unworkable,  ill-con- 
ceived, and  unfair.  GSA's  expansive  plans  are  coming  at  a  time 
when  everyone  else  is  proposing  a  smaller  and  more  efficient  Gov- 
ernment. 
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It  is  apparent  that  GSA's  intention  in  trying  to  include  freight 
transportation  buyers  under  their  web  of  influence  has  no  basis  in 
improving  service,  reducing  cost  to  the  Government,  or  improving 
the  efficiency  of  Government.  In  fact,  the  award  of  the  described 
services  to  a  single  contractor  would  eliminate  the  competitive  fac- 
tor in  the  tender  program  that  has  served  the  Government  so  well 
in  the  past  in  maintaining  low  cost  and  quality  service. 

We  believe  that  the  true  motivation  of  GSA  in  trying  to  extend 
their  influence  over  Government  agency  freight  transportation  buy- 
ers is  found  in  section  I  of  the  RFP.  Ais  previously  mentioned,  sec- 
tion 1.43,  Industrial  Funding  Fee,  requires  that  the  contractor  re- 
bate to  GSA's  Federal  Supply  Service's  1  percent  of  total  sales 
under  the  contract.  Total  sales  under  this  RFP  are  estimated  at 
$107.8  million  by  GSA.  We  believe  the  total  will  really  be  much 
higher. 

We  have  been  unable  to  get  assurances  from  GSA  that  the  rebate 
percentage  will  not  increase.  We  believe  that  GSA  plans  to  increase 
the  rebate  for  express  transportation  as  it  has  for  other  forms  of 
transportation  in  the  past.  It  appears  that  GSA  is  attempting  to 
balance  their  budget  by  charging  other  Government  agencies  for 
worthless  or  redundant  services. 

In  summary,  let  me  again  thank  you  for  your  efforts  on  behalf 
of  small  business.  The  Congress  and  this  committee  has  been  the 
best  and  often  the  only  hope  we  have  to  fairly  participate  in  the 
procurement  process.  If  GSA,  DOD,  or  indeed  any  agency  will  not 
follow  the  guidelines  recommended  for  participation  of  small  busi- 
ness, only  me  Congress  can  see  to  it  that  they  do  so. 

We  appreciate  your  listening  to  our  problems,  and  I  will  be 
happy  to  respond  to  any  questions  that  the  committee  may  have. 
Thank  you. 

Chairwoman  Meyers.  Thank  you  very  much,  Mr.  Foster.  We  ap- 
preciate your  being  here  today. 

[Mr.  Foster's  statement  may  be  foimd  in  the  appendix.] 

Chairwoman  Meyers.  Mr.  Beres,  we  must  adjourn  for  a  vote.  We 
will  return  to  hear  your  testimony  and  ask  questions.  Thank  you. 

[Brief  Recess.] 

Chairwoman  Meyers.  The  committee  will  come  to  order. 

I  think  we  will  have  a  few  more  Members  returning,  Mr.  Beres, 
but  because  we  may  be  interrupted  several  times  this  afternoon 
with  votes,  I  am  going  to  have  to  go  ahead  and  start.  Mr.  Beres 
is  the  Assistant  Commissioner  of  the  Greneral  Services  Administra- 
tion with  the  Office  of  Transportation  and  Property  Management 
here  in  Washington.  Who  do  you  have  with  you? 

Mr.  Beres.  Thank -you.  I  have  with  me  Carolyn  Alston,  who  is 
the  Deputy  Assistant  Commissioner  for  our  Office  of  Acquisition  in 
the  Federal  Supply  Service. 

Chairwoman  Meyers.  Thank  you.  Please  proceed.  As  you  know, 
we  will  be  using  the  lights.  They  are  a  guideline.  You  don't  have 
to  feel  you  have  to  bre^  off  in  the  middle  of  a  sentence  when  the 
light  turns  red,  but  conclude  as  rapidly  as  possible.  Proceed. 


11 

TESTIMONY  OF  ALLAN  W.  BERES,  ASSISTANT  COMMISSIONER, 
OFFICE  OF  TRANSPORTATION  AND  PROPERTY  MANAGE- 
MENT, GENERAL  SERVICES  ADMINISTRATION,  ACCOM- 
PANIED BY  CAROLYN  ALSTON 

Mr.  Beres.  Thank  you. 

Before  summarizing,  I  would  like  to  clarify  a  statement  in  my 
written  testimony.  GSA's  contracting  office  submitted  the  standard 
documentation  to  the  Small  Business  Administration  and  received 
a  signature  indicating  that  SBA  concurred  on  GSA's  finding  that 
the  solicitation  at  issue  should  not  be  set  aside.  Last  Friday,  I  re- 
ceived a  copy  of  a  letter  from  SBA,  addressed  to  our  procurement 
office,  rescinding  concurrence  on  this  procurement.  We  are  cur- 
rently evaluating  the  issues  SBA  is  raising  in  this  correspondence. 

It  is  important  to  note  that  the  Federal  Supply  Service  of  GSA, 
services  our  customers,  which  are  the  other  Federal  agencies,  by 
providing  high  quality  products  and  services.  This  is  usually  ac- 
complished through  contracts  with  business  firms  offering  their 
commercial  products.  By  aggregating  the  Government's  demand, 
we  exercise  considerable  leverage  in  the  market  place,  which  re- 
sults in  significant  price  discounts  and  excellent  service.  Our  cus- 
tomers are  free  to  use  FSS  or  any  other  source,  including  commer- 
cial activities,  to  meet  their  needs.  In  this  competitive  environment 
we  must  meet  our  customers'  needs  with  attractive  products  and 
excellent  prices  or  they  will  obtain  their  requirements  on  their  own, 
off;en  on  an  individual  item-by-item  basis,  and  forgo  the  efficiencies 
and  cost  savings  associated  with  a  centralized  procurement. 

Our  contracts  on  behalf  of  our  Federal  customers  are  designed  to 
achieve  the  following:  First,  significant  discounts  from  commercial 
pricing;  second,  simplified  rates  that  will  reduce  the  incidence  of 
overcharges;  third,  state-of-the-art  services  and  management  infor- 
mation reports;  and,  fourth,  reduced  administrative  costs  for  our 
customers  thereby  allowing  them  to  concentrate  their  personnel  on 
mission-related  functions  rather  than  on  the  procurements  of  trans- 
portation services.  These  results  lead  to  more  efficient  and  effective 
Government  which  translates  into  savings  for  the  American  tax- 
payer. 

It  has  been  our  experience  with  express  delivery  services  that 
consolidating  the  Government's  requirements  and  centrally  con- 
tracting for  services  will  create  administrative  efficiencies  and  re- 
sult in  the  best  opportunity  for  the  Government  to  receive  consist- 
ent, high  quality  service  at  the  lowest  possible  cost  to  the  tax- 
payers. As  part  of  this  contract,  we  plan  to  pilot  a  procurement  of 
express  fi"eight  services  for  civilian  and  military  activities.  Federal 
activities  requesting  GSA  to  procure  these  services  currently  pay 
about  $27  million  annually.  We  will  only  make  an  award  for  this 
line  item  if  we  can  off'er  otner  agencies  significant  quantifiable  sav- 
ings on  their  transportation  costs  along  with  administrative  sav- 
ings. 

Let  me  assure  you  that  GSA  supports  small  businesses  whenever 
possible  and  appropriate.  In  fact,  the  Federal  Supply  Service  has 
exceeded  our  fiscal  year  1995  goal  for  small  business  participation. 
Significantly,  80  percent  of  FSS's  current  contractors  are  small 
business  concerns. 
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With  regard  to  the  air  freight  forwarders'  industry,  we  have  been 
advised  that  the  DOD  shipments  to  be  transported  via  this  contract 
are  high  value,  high  priority  shipments  which  require  tracking  or 
tracing  by  transportation  control  number.  Air  freight  forwarders 
generally  cannot  provide  the  level  of  tracking  and  tracing  services 
required  by  DOD  for  special  shipments  of  this  nature.  Accordingly, 
we  would  not  be  redirecting  shipments  away  from  air  freight  for- 
warders. These  shipments  are  currently  being  moved  by  other 
transportation  service  providers. 

I  would  be  pleased  to  answer  any  questions  at  this  time. 

Chairwoman  Meyers.  Thank  you  very  much. 

[Mr.  Beres'  statement  may  be  foimd  in  the  appendix.] 

Chairwoman  Meyers.  Mr.  Skelton  will  our  first  questioner,  fol- 
lowed by  Mrs.  Kelly  on  the  other  side. 

Mr.  Skelton.  Thank  you  so  much.  I  appreciate  your  doing  that. 

Mr.  Beres,  did  the  General  Services  Administration  on  or  about 
the  first  day  of  August  receive  a  letter  from  the  Small  Business  Ad- 
ministration's Office  of  Advocacy,  Jere  W.  Glover,  concerning  this 
express  small  package  and  express  freight  delivery  service? 

Mr.  Beres.  Yes,  sir. 

Mr.  Skelton,  You  are  familiar  with  that? 

Mr.  Beres.  Yes,  sir. 

Mr.  Skelton.  Was  that  letter  read  by  you? 

Mr.  Beres.  Yes,  sir. 

Mr.  Skelton.  Was  it  taken  into  consideration  by  you  before  this 
hearing? 

Mr.  Beres.  Yes,  sir. 

Mr.  Skelton.  Did  you  or  someone  in  authority  from  the  GSA 
make  a  reply  to  this  letter  to  Mr.  Glover? 

Mr.  Beres.  Yes,  sir. 

Mr.  Skelton.  Do  you  have  a  copy  of  that? 

Mr.  Beres.  Yes,  I  do. 

Mr.  Skelton.  Would  you  please  submit  that  for  the  record? 

[The  information  may  be  found  in  the  appendix.] 

Mr.  Skelton.  I  would  also  like  to  submit  this  letter  of  August 
1  for  the  record,  if  I  may. 

Chairwoman  Meyers.  Without  objection. 

[The  information  may  be  found  in  the  appendix.] 

Mr.  Skelton.  In  your  earlier  testimony  I  understand  that  you 
said  that  there  was  a  letter  from  the  Small  Business  Administra- 
tion concerning  what  you  have  done,  from  the  administrator  him- 
self? 

Mr.  Beres.  No,  sir. 

Mr.  Skelton.  Did  you  not  testify  there  was  a  letter  that  arrived 
on  Friday  from  the  Small  Business  Administration? 

Mr.  Beres.  Yes. 

Mr.  Skelton.  Do  you  have  a  copy  of  that  letter? 

Mr.  Beres.  Yes,  I  have  it  here. 

Mr.  Skelton.  Did  you  testify  in  your  earlier  statement  that  the 
GSA  concurred  with  your  procurement  procedure? 

Mr.  Beres.  That  is  correct,  yes,  sir. 

Mr.  Skelton.  May  I  have  a  copy  of  that?  May  we  also  have  that 
placed  in  the  record  please? 

Mr.  Beres.  Sure. 
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Chairwoman  Meyers.  Without  objection. 

[The  information  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  And  you  will  provide  us  a  copy  of  that  let- 
ter— did  you  say  you  don't  have  that? 

Mr.  Skelton.  I  don't  have  it. 

Chairwoman  Meyers.  We  would  like  to  have  a  copy  of  that. 

[The  information  may  be  found  in  the  appendix.] 

Mr.  Skelton.  In  looking  at  this  issue,  the  problems  set  forth 
with  Mr.  Glover's  letter  are  rather  specific;  are  they  not?  Is  that 
correct? 

Mr.  Beres.  Yes,  sir. 

Mr.  Skelton.  Did  you  choose  to  ignore  these  provisions  of  the 
law  that  he  set  forth  in  his  letter? 

Mr.  Beres.  No,  I  don't  think  we  are  ignoring  the  provisions  of 
the  law,  sir.  We  were  trjdng  to  accomplish  on  behalf  of  the  cus- 
tomer agencies  a  contract  that 

Mr.  Skelton.  Now,  my  question  is  did  you  adhere  to  the  law  as 
set  forth  in  Mr.  Glover's  letter  or  are  you  trying  to  get  there  by  the 
nearest  route,  is  my  question. 

Mr.  Beres.  I  am  not  aware  of  anything  that  we  are  doing  that 
is  not  adhering  to  the  law. 

Mr.  Skelton.  Are  you  aware  of  the  fact  that  what  you  are  doing 
now  does  constitute  bundling? 

Mr.  Beres.  I  think  in  terms  of  how  it  is  defined,  yes,  you  could 
consider  it  bundling.  It  is  definitely  aggregating  demand  of  a  num- 
ber of  agencies  into  one  contract. 

Mr.  Skelton.  You  know  what  that  does  to  a  small  business  com- 
petitor, do  you  not?  It  cuts  him  out  of  the  process;  does  it  not? 

Mr.  Beres.  It  could. 

Mr.  Skelton.  Thank  you. 

Chairwoman  Meyers.  Thank  you,  Mr.  Skelton.  Mrs.  Kelly. 

Mrs.  Kelly.  Thank  you.  Madam  Chairman. 

In  the  minds  of  most  of  the  people,  what  we  are  talking  about 
here  runs  from  everything  that  Congressman  Quinn  said,  the 
heavy  equipment  moving  of  Desert  Storm  to  the  worries  of  the  ca- 
terer for  the  Ted  Danson/Mary  Steenburgen  wedding,  that  she 
didn't  get  the  greens  for  the  salad  in  time  because  it  was  delivered 
the  wrong  direction. 

One  interesting  thing  in  terms  of  our  delivery  of  packages  in  gen- 
eral has  been  this  movement  in  small  businesses  to  be  able  to  start 
and  move  packages  around  quickly  and  efficiently.  I  was  interested 
especially  in  your  testimony  that  you  said  the  Department  of  De- 
fense has  tracking  and  tracing.  You  felt  that  that  would  be  dif- 
ficult. I  wonder  if  you  would  expand  on  that. 

Let  me  go  back;  does  the  Department  of  Defense  mostly  move 
heavy  or  lightweight?  What  are  we  talking  about  with  DOD?  Since 
you  brought  that  out,  Mr.  Beres,  that  is  a  question  directed  at  you. 

Mr.  Beres.  I  wouldn't  pretend  to  know  what  all  DOD's  require- 
ments are  in  terms  of  freight.  I  do  know 

Mrs.  Kelly.  On  average,  do  they  move  heavy  or  light? 

Mr.  Beres.  They  move  all  categories  of  freight  from  small  pack- 
ages up  to 

Mrs.  Kelly.  It  is  evenly  divided? 

Mr.  Beres.  I  have  no  idea. 
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Mrs.  Kelly.  How  would  you  have  a  tracking  and  tracing — ^you 
say  they  need  better  tracking  and  tracing  than  small  businesses 
that  are  currently  moving  packages  provide. 

Mr.  Beres.  They  have  told  us  that  for  these  high  priority  items 
that  they  need  a  tracking  and  tracing  system  so  that  they  know 
where  the  shipment  is  en  route  as  well  as  when  it  is  delivered. 

Mrs.  Kelly.  And  you  don't  think  that  is  being  done  by  the  small 
freight  people? 

Mr.  Beres.  That  is  what  I  am  told. 

Mrs.  Kelly.  What  I  am  really  driving  at  is  why  is  heavyweight 
freight  and  small  package  freight  being  included  in  the  same  solici- 
tation? Isn't  there  a  way  of  breaking  this  out? 

Mr.  Beres.  It  is  only  being  included  in  the  same  solicitation  for 
matters  of  convenience.  They  are  not  being  combined  for  purposes 
of  award.  In  other  words,  a  small  package  contract  may  well  be 
awarded  to  one  contractor  and  the  air  freight  may  well  be  awarded 
to  a  different  contractor. 

Mrs.  Kelly.  And  you  think  that  is  better  than  with  the  MTMC 
system,  whatever,  I  think  that  is  what  it  was,  the  Military  Air 
Traffic  Command  that  moves  bundles.  You  think  that  Military 
Traffic  Command — I  thought  they  specialized  in  military  cargo? 

Mr.  Beres.  Yes,  they  do. 

Mrs.  Kelly.  But  you  think  that  the  bundling  of  these  contracts 
is  going  to  do  a  better  job? 

Mr.  Beres.  One  part  of  this  solicitation  is  for  freight  next  day 
and  freight  second  day  delivery.  This  is  the  issue  that  the  air 
freight  forwarders  are  concerned  with.  DOD  has  come  to  GSA  and 
asked  us  to  contract  for  their  requirements  for  individual  piece 
shipments  that  range  from  150  pounds  up  to  300  pounds  and  mul- 
tiple piece  shipments  up  to  4,000  pounds.  This  is  considerably  less 
than  the  earlier  referenced  guaranteed  freight  contract  that  MTMC 
had  last  year. 

The  DOD  requirements  provided  to  us  represent  roughly  36,000 
shipments  out  of  a  total  of  166,000  shipments  that  they  transport 
annually.  In  other  words,  that  would  leave  roughly  130,000  ship- 
ments outside  of  the  scope  of  this  contract,  and  eligible  for  carriage 
by  any  carrier. 

Mrs.  Kelly.  Let  me  just  ask  one  more  question  simply  because 
I  am  concerned  about  dollars  and  the  way  we  spend  them.  Would 
you  have  to  hire  more  people  to  administer  a  bundled  program  like 
this? 

Mr.  Beres.  Absolutely  not. 

Mrs.  Kelly.  There  is  no  additional  cost  at  all? 

Mr.  Beres.  No.  The  cost  associated  for  GSA  in  doing  this  is  the 
cost  of  the  personnel  associated  with  the  development  of  the  re- 
quirements and  contracting  for  those  requirements. 

Mrs.  Kelly.  You  already  have  the  personnel? 

Mr.  Beres.  Yes.  We  have  already  committed  the  personnel  up  to 
this  point. 

Chairwoman  Meyers.  Would  the  gentlelady  yield? 

Just  along  the  same  lines,  I  would  like  to  have  Mr.  Alf  and  Mr. 
Foster  comment  on  this.  My  understanding  of  what  has  happened 
with  air  freight  forwarding  is  that  there  nave  been  a  number  of 
very  onerous  provisions  placed  in  the  RFP.  Bidders  will  have  to 
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demonstrate  almost  impossibly  high  levels  of  past  performance  in 
order  to  be  awarded  Government  contracts.  In  the  short-term  it 
may  actually  be  a  little  more  efficient  to  bundle  contracts.  In  the 
Long-run,  however,  when  compitition  is  reduced  because  a  number 
of  small  firms  who  have  been  competing  will  possibly  no  longer  be 
in  business,  cost  to  the  Government  will  increase. 

We  have  been  told  in  this  committee  in  the  past  that  if  you  truly 
have  ftill  and  open  competition,  that  the  Government  will  almost 
certainly  save  25  percent  and  possibly  more  than  that.  So  the  big 
money  saving,  the  big  money  cost  to  Government  is  going  to  come 
when  we  have  squeezed  all  of  the  small  businesses  out  of  the  field. 

Maybe  you  could  comment  on  that  and  then  we  could  hear  fi*om 
Mr.  Foster  and  Mr.  Alf 

Mr.  Beres.  I  would  be  pleased  to,  Mrs.  Meyers. 

As  I  stated  earher,  FSS  is  a  strong  advocate  of  small  business. 
In  fact,  over  80  percent  of  our  contractors  are  currently  small  busi- 
ness concerns.  It  has  been  our  experience  in  the  transportation 
area,  if  we  take  the  small  package,  overnight  express  requirements 
as  an  example,  that  by  contracting  for  the  requirements  of  the  Fed- 
eral Government,  we  were  able  to  realize  prices  that  were  75  per- 
cent below  what  was  being  offered  in  the  commercial  sector. 

Certainly,  we  took  that  as  a  cue  that  there  were  other  savings 
available  to  us  out  there  in  the  transportation  sector  and  that  is 
why  we  entered  into  expanding,  if  you  will,  the  menu  of  services 
that  we  could  offer  to  customer  agencies  to  include  the  third  day 
small  package  and  to  include  the  freight  up  to  300  pound  packages, 
that  we  thought  that  we  could  realize  if  not  a  significant,  certainly 
very  significant  savings  over  what  the  Federal  agencies  are  cur- 
rently paying  in  the  commercial  marketplace  for  those  services. 

There  is  nothing  in  our  solicitation  or  our  rules  that  would  pre- 
clude more  than  two  small  firms  to  team  together  to  meet  the  re- 
quirements of  the  contract,  and  they  could  be  awarded  contracts 
under  that  type  of  scenario,  certainly  providing  them  a  vehicle  to 
expand  their  present  base  of  operation. 

Chairwoman  Meyers.  I  will  pursue  this  line  of  questioning  later. 
I  don't  want  to  interrupt,  but  I  would  like  to  have  Mr.  Foster  and 
Mr.  Alf  come  in  on  this.  Mr.  Luther  has  indicated  he  would  yield 
his  time  to  you  if  you  would  like  to  pursue  your  questioning.  Mr. 
Foster. 

Mr.  Foster.  I  am  pleased  to  be  able  to  speak  particularly  to  this 
matter  of  discounting  or  receiving  lower  rates  as  a  result  of  aggre- 
gating the  Government  business  together.  I  would  like  to  draw  to 
the  committee's  attention  that  under  the  present  contract  procure- 
ment program  on  transportation  with  the  Department  of  Defense, 
the  forwarders  are  already  bidding  on  aggregate  business,  and  the 
rates  that  the  Government  is  presently  paying  are  somewhere  in 
the  area  of  75  to  80  percent  less  than  the  commercial  customer 
pays  for  the  same  overnight,  and  second  day  services.  These  dis- 
counts have  already  been  made. 

Aggfregating  this  into  one  particular  company  for  a  national  con- 
tract is  not  going  to  increase  the  amount  of  traffic  that  these  com- 
panies are  bidding  on  and,  in  fact,  it  will  reduce  the  amount  of  traf- 
fic that  they  are  bidding  on  because  they  are  presently  bidding  on 
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this  whole  aggregate  of  the  military  business.  So  we  are  actually 
talking  about  a  bid  on  a  lesser  volume  of  traffic. 

But  these  rates  that  the  Government  is  currently  paying  for  the 
transportation  of  military  goods  are  already  severely  discounted. 
They  are  very,  very  low,  and  the  reason  they  are  that  way  is  be- 
cause there  is  free  and  open  competition.  The  forwarders  are  bid- 
ding competitively  against  each  otner. 

He  talks  about  the  possibility  of  forwarders  teaming  together. 
This  is  a  bunch  of  independent  businessmen  who  compete  every 
day  against  each  other.  They  are  in  there  trying  to  get  business  in 
whatever  way  they  can  from  the  other  companies  that  are  in  the 
same  kind  of  business.  Most  of  them,  as  I  said,  are  small,  inde- 
pendent businesses.  There  is  no  way  that  they  are  going  to  be 
agreeable  to  setting  up  businesses  together  to  try  and  bid  on  Grov- 
emment  contracts.  It  isn't  in  the  nature  of  our  business. 

There  was  some  talk  about  the  fact  that  the  forwarder  was  un- 
able to  provide  the  tracking  and  tracing  requirements  that  the  Gov- 
ernment needs.  In  general,  the  Forwarders'  Association  recognized 
early  on  that  electronic  tracking  and  tracing  was  very  important 
and  we  arranged  in  cooperation  with  the  Air  Transport  Association 
to  establish  a  tracking-tracing  system  with  the  country's  airlines, 
and  we  now  have  access  to  their  computers  on  an  EDI  basis. 

One  of  the  problems  that  we  have  had  is  that  we  can't  transmit 
that  traffic  to  the  Government.  Because  of  the  varying  disparity  in 
their  programs  we  have  a  great  deal  of  difficulty  in  providing  EDI 
information,  electronic  data  information,  to  the  Government  agen- 
cies, particularly  the  Department  of  Defense.  Where  the  forwarders 
that  are  involved  in  this  business  have  been  requested  to  provide 
data  reports,  as  far  as  I  know,  they  have  been  providing  them. 

Again,  I  think  that  this  particular  attempt  to  bundle  these  con- 
tracts appears  to  be  a  specific  action  toward  cutting  the  small  busi- 
nessman out  of  this  business  and  awarding  it  to  a  single  contrac- 
tor, and  if  that  is  the  intention,  why  didn't  they  just  go  ahead  and 
five  it  to  the  contractor  and  why  go  through  tnis  bidding  process, 
ome  of  the  requirements  in  here  are  completely  out  of  reach  of  the 
small  independent  freight  forwarder.  The  requirements  for  experi- 
ence are  way  over  what  should  be  required  in  this  kind  of  an  ar- 
rangement. 

Just  one  other  quick  point.  There  is  a  requirement  in  the  con- 
tract for  the  contractor  to  provide  training  to  the  Government 
agencies  on  how  to  utilize  the  services.  I  would  like  to  point  out 
that  particularly  in  the  Department  of  Defense  they  have  spent 
millions  of  dollars  training  their  people  in  logistics  and  transpor- 
tation. The  Air  Force  maintains  a  school  on  logistics  in  which  they 
award  master  degrees  in  logistics.  The  Army  has  a  tremendous 
training  program  for  their  transportation  officers. 

Chairwoman  Meyers.  If  you  could  conclude,  I  will  ask  all  of  you 
to  try  to  be  as  brief  as  possible  because  we  have  other  Members 
who  may  like  to  ask  questions. 

Mr.  Foster.  I  apologize.  Let  me  say  that  there  is  really  no  need 
to  retrain  the  Department  of  Defense  in  how  to  handle  transpor- 
tation. If  that  is  one  of  the  requirements  in  this  contract  solicita- 
tion, there  is  absolutely  no  need  for  it.  They  are  all  well-trained  al- 
ready. 
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Chairwoman  Meyers.  Mr.  Alf. 

Mr.  Alf.  I  want  to  clarify  a  few  things  Mr.  Beres  said.  He 
misspoke  when  he  said  that  300  pounds  each  would  be  the  maxi- 
mum size  per  piece.  That  is  simply  false.  There  is  a  provision  in 
the  contract  where  there  is  no  maximum  stated  anvwhere  of  the 
weight  outside  of  the  4,000  pounds  maximum  weight.  But  if  the 
contractor  wants  to  give  pricing  for  shipments  that  weigh  500,  600, 
or  4,000  pounds,  it  will  t^  included  in  the  solicitation.  So  that  cuts 
us  out.  A  very  small  percentage  of  the  shipments  weight  over  4,000 
pounds.  I  would  say  one  out  of  every  couple  of  himdred  shipments 
weigh  that  kind  of  weight.  So  that  virtually  precludes  us  from  ev- 
erything. 

Another  thing  I  want  to  make  perfectly  clear  is  that  it  is  impos- 
sible for  me  to  be  an  acceptable  bidder  on  this  contract.  It  is  impos- 
sible for  any  forwarder  to  be  an  acceptable  bidder  on  this  contract 
because  of  the  CRAF  participation. 

Mr.  Alf.  It  is  called  CRAF.  It  is  the  Civil  Reserve  Air  Fleet.  It 
is  impossible  for  any  of  us — ^you  have  to  be  a  CRAF  carrier  in  order 
to  be  an  acceptable  bidder. 

Chairwoman  Meyers.  Mr.  Alf,  please  tell  us  what  CRAF  is. 

Mr.  Alf.  It  is  CRAF.  It  is  C-R-A-F.  It  is  called  the  Civil  Reserve 
Air  Fleet.  Basically  what  this  is,  when  the  country  goes  to  war,  we 
have  a  network  of — we  have  a  network  of  airlines  that  give  their 
aircraft  up.  During  Desert  Storm  took  aircraft  away  from  the  com- 
mercial carriers  and  the  military  started  using  them. 

Chairwoman  Meyers.  I  am  aware  of  what  you  are  talking  about 
now. 

Mr.  Alf.  To  be  an  acceptable  bidder,  I  have  to  be  a  CRAF  car- 
rier. There  are  only  two  heavyweight  CRAF  carriers  in  this  coun- 
try, period.  The  rest  are  all  small  package  firms. 

Chairwoman  Meyers.  So  the  requirement  that  bidders  have  to 
be  a  member  of  the  Civil  Reserve  Air  Fleet  in  order  to  win  the  con- 
tract  

Mr.  Alf.  Which  is  made. 

Chairwoman  Meyers  [continuing],  it  knocks  out  virtually  all  of 
the  small  carriers  in  the  country? 

Mr.  Alf.  Right. 

Chairwoman  Meyers.  That  was  one  of  the  onerous  provisions 
that  I  referred  to  a  while  ago  that  would  eliminate  a  great  many 
small  businesspeople. 

Go  on,  Mr.  Alf. 

Mr.  Alf.  And  another  thing  is,  as  far  as  the  tracking,  it  is  simply 
absurd  we  can't  track  like  the  CRAF  carriers  can  track.  It  is  ab- 
surd, and  I  am  somewhat  insulted  by  that. 

We  track  our  shipments  by  what  is  called  the  Transportation 
Control  Number.  Every  single  box  that  the  military  ships  has  what 
is  called  a  TCN  number.  It  is  a  very,  very  long  number  that  is 
unique  to  that  shipment.  That  is — they  use  that  in  their  own  in- 
house  system.  We  track  by  that  number. 

We  have  a  field  in  our  computer — when  the  customer  calls,  I  am 
looking  for  this  TCN  number.  We  can  punch  the  TCN  number  in 
our  computer.  It  pulls  up  that  shipment,  and  we  can  get  the  cus- 
tomer any  requirements  that  they  need  to  know  about  that  ship- 
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ment.  So  we  have  very,  very  close,  tracking  and  tracing  and  ac- 
countability. 

I  can't  even  tell  you  the  last  time  we  lost  a  shipment  for  the  U.S. 
Government.  We  know  exactly  where  everything  is  at  any  minute. 
At  any  time  any  of  the  customers  can  call  us  up  and  we  give  them 
the  information  where  the  shipment  is.  So  that  statement  is  simply 
not  true. 

We  also  track  by  GBL  number,  which  is  a  Government  shipment 
number. 

Chairwoman  Meyers.  Could  I  interrupt  one  more  time,  Mr.  Alf? 

Mr.  Beres,  I  think  we  would  like  to  have  some  of  GSA's  statistics. 
If  they  have  some  problems  because  small  businesses  have  not 
properly  tracked  as  well  or  that  more  shipments  have  been  lost  by 
small  business  than  by  large  business,  then  the  committee  would 
like  to  see  the  data.  But  just  to  cut  small  business  out  of  the  proc- 
ess and  make  from — and  with  the  blanket  statement  that  they 
can't  do  the  tracking  and  tracing  necessary,  I  think  is  unfair.  We 
are  going  to  need  to  see  the  data  to  understand  what  you  are  bas- 
ing uiat  on,  so  could  you  provide  that  for  us  later. 

Mr.  Beres.  I  will  ask  the  Department  of  Defense,  our  customer, 
to  provide  that  information  so  I  can  submit  it  to  you. 

Chairwoman  Meyers.  Thank  you.  Most  of  us  on  this  committee 
are  of  the  belief  that  full  and  open  competition  ultimately  serves 
the  Government  better  and  the  country  better. 

[The  information  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  Proceed,  Mr.  Alf 

Mr.  Alf.  At  this  point,  I  am  open  for  any  other  questions  or  any- 
thing, as  far  as  his  comments. 

Chairwoman  Meyers.  At  this  point  in  time,  Ms.  Kelly  still  has 
the  floor.  If  you  are  finished,  Ms.  Kelly,  I  will  at  this  time  yield  to 
Mr.  LaFalce. 

Mr.  LaFalce.  Thank  you  very  much,  Madam  Chair. 

Mr.  Beres,  didn't  we  have  an  abysmal  experience  last  year  with 
the  awarding  of  a  similar,  though  smaller,  contract  for  air  freidit 
forwarding?  Wasn't  it  such  a  disaster — this  was  the  military  traffic 
management  command  award — that  it  had  to  be  canceled  after  a 
few  months? 

Mr.  Beres.  That  is  my  imderstanding,  yes,  sir. 

Mr.  LaFalce.  Well,  then  why  is  GSA,  in  light  of  that  failure,  pro- 
ceeding now  with  something  that  I  am  advised  is  even  larger,  al- 
though I  understand  that  is  somewhat  in  dispute? 

Mr.  Beres.  I  don't  know  that  there  are  necessarily  parallels  be- 
tween what  MTMC  attempted  to  do  last  year  and  what  we  are 
doing  this  year. 

Mr.  LaFalce.  Well,  they  were  bundling,  and  you  are  bundling. 
Do  you  agree? 

Mr.  Beres.  Yes,  we  are  aggregating  demand  of  our  customers  to 
provide  first,  next  day  and  second  day  freight  delivery.  I  think 
the 

Mr.  LaFalce.  What  do  you  understand  the  law  to  be  with  re- 
spect to  bundling?  Do  you  think  that  it  is  legally  permissible  or  do 
you  think  that  there  are  some  constraints  but  you  are  attempting 
to  operate  outside  of  those  constraints? 


19 

Mr.  Beres.  No,  sir,  Mr.  LaFalce.  I  think  that  the  Federal  Supply 
Service,  the  GSA  in  particular,  has  a  responsibility  under  the  Prop- 
erty Act  to  provide  goods  and  services  to  the  other  Federal  agen- 
cies, and  the  way  that  we  normally  do  that  is  by  aggregating  the 
demand  of  those  agencies  and  exercising  what  leverage  we  can  in 
the  marketplace  to  obtain  the  best  deal  possible  from  the  commer- 
cial sources. 

Mr.  LaFalce.  So  is  there  any  law  with  respect  to  bundling  that 
you  think  puts  constraints  on  what  you  are  able  to  do  so  far  as  ag- 
gregation is  concerned? 

Mr.  Beres.  Well,  yes,  I  think  as  we  see  it  bundling  is  where  one 
takes  a  number  of  disparate  types  of  services  and  wraps  them  into 
one  contract  and  one  award;  that  I  certainly  would  consider  bun- 
dling, and  I  know  we  wouldn't  entertain  doing 

Mr.  LaFalce.  All  right.  When  I  asked  if  you  were  bundling,  you 
said  yes.  But  now  you  are  saying,  no,  you  are  not  bundling,  because 
bundling  is  prohibited,  and  you  are  simply  aggregating  what  is  per- 
missible to  be  aggregated  but  does  not  fall  within  the  definition  of 
bundling.  Is  that  correct? 

Mr.  Beres.  I  know  of  nothing  in  the  law.  Congressman,  that  pre- 
cludes us  from  aggregating  the  demand  of  our  customer  agencies. 

Mr.  LaFalce.  Mr.  Foster  and  Mr.  -^f,  do  you  think  that  there 
is  any  illegality  that  is  being  engaged  in  by  this  contract? 

Mr.  Alf.  From  what  I  have  been  told,  yes,  from  Jere  Glover's  of- 
fice and  what  I  have  seen  in  his  writings,  yes,  there  has  been  some. 

Mr.  LaFalce.  All  right.  Now,  Mr.  Beres,  Mr.  Alf  has  said  he  be- 
lieves that  this  is  in  violation  of  the  law,  and  he  uses  as  his  ar^- 
ment  the  voice  of  authority,  the  authority  being  the  interpretation 
of  the  law  made  by  the  advocate  for  the  small  business  community, 
Mr.  Jere  Glover.  Have  you  had  conversations  with  Mr.  Glover's  of- 
fice, who  will  be  testifying  later  on  Panel  3,  with  respect  to  this 
practice? 

Mr.  Beres.  Yes,  we  had  discussions  with 

Mr.  LaFalce.  And  could  you  crystallize  the  issues  as  you  have 
seen  them  in  the  discussions  between  your  office  and  Mr.  Glover's 
office?  Wherein  do  you  agree  and  wherein  does  your  office  disagree 
with  Mr.  Glover's  office?  I  mean,  at  least  we  ought  to  know  where 
the  differences  exist  between  the  GSA  and  the  small  business  advo- 
cate within  the  administration. 

Mr.  Beres.  I  will  certainly  be  glad  to  give  you  my  perspective  on 
that.  I  am  sure  he  will  provide  you  his.  But,  as  I  understand  it, 
his  opinion  is  that  this  contract  solicitation  would  eliminate  small 
business  from  participating.  My  reaction  to  that  was  I  am  not  sure 
that  it  would  eliminate  them  from  participating  but  that  it  only 
represents 

Mr.  LaFalce.  Does  that  mean  it  has  not  been  proven  to  you  be- 
yond a  reasonable  doubt,  when  you  say  you  are  not  sure? 

Mr.  Beres.  But  that  it  represents  only  a  small  portion  of  the 
total  business  available  in  the  Government  and  that  small  business 
and  air  freight  forwarders  are — still  have  that  business  available 
to  them. 

Mr.  LaFalce.  Well,  yes,  but  that  is  other  business.  We  are  talk- 
ing about  this  particular  business  right  now.  I  think  Mr.  Glover  is 
arguing  that  you  have  precluded  small  business  from  this  particu- 
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lar  business,  and  I  think  that  is  the  legal  gravamen  in  his  argu- 
ment. You  can't  say,  well,  we  will  permit  small  business  to  compete 
for  X  number  of  contracts,  but  we  will  have  solicitations  which  pre- 
clude small  business  from  this  area,  and  that  is  OK  because  they 
can  participate  in  other  things.  I  mean,  you  are  not  arguing  that 
you  could  effectively  exclude  small  business  from  one  category  so 
long  as  they  can  compete  in  another  category,  are  you? 

Mr.  Beres.  No,  absolutely  not. 

Mr.  LaFalce.  All  rig;ht.  It  seems  to  me  the  only  thing  you  really 
want  is  to  make  it  easier  on  your  employees  to  deal  with  one  com- 
pany. So  you  could  then  take  your  personnel  and  do  things  other 
than  engage  them  in  transportation  services.  It  seems  to  me  that 
is  primarify  what  you  want  to  do.  It  is  easier  to  deal  with  one  com- 
pany than  it  is  with  a  number  of  companies,  so  let's  do  the  easier 
thing  and  rationalize  it  somehow. 

Mr.  Beres.  Well,  from  what  I  just  heard  at  the  table,  that  the 
industry  representatives  feel  that  it  is  the  requirement  that  is  in 
there  for  CRAP  participation  that  is  a  showstopper  and  precluding 
them  from  participating  in  this  contract. 

Chairwoman  Meyers.  I  think  there  are  several. 

Mr.  LaFalce.  That  is  one. 

Chairwoman  Meyers.  That  is  just  one,  but  there  are  several,  I 
believe,  that  they  are  of  concern. 

If  the  gentleman  will  yield,  I  think  there  is  a  requirement  that 
the  manager  has  to  have  worked  on  projects  of  an  equal  size  within 
the  past  2  years.  He  has  to  have  delivered  at  least  250,000  pack- 
ages within  the  past  2  years.  In  some  of  these  cases,  a  small  busi- 
ness that  is  perfectly  competent  to  bid  on  a  Government  contract, 
but  may  not  be  a  member  or  be  able  to  participate  in  the  Civil  Re- 
serve Air  Fleet,  would  not  have  had  a  manager  who  worked  on  a 
project  of  an  exact  size  in  the  last  2  years,  would  not  have  deliv- 
ered 250,000  packages.  Those  requirements  are  somewhat  arbi- 
trary, and  yet  that  small  business  would  be  perfectly  capable  of 
bidding  and  tracking  on  a  contract. 

Now,  I  think  that  is  what  our  concern  is,  that  just  kind  of— by 
arbitrary  and  onerous  provisions,  you  are  locking  out  a  great  many 
bidders. 

Mr.  Beres.  If  I  may  comment  on  that,  we  did  have  a  prebidders' 
conference  at  which  a  number  of  issues  were  raised  by  the  indus- 
try, and  we  are  in  the  process  now  of  making  some  rather  exten- 
sive revisions  to  the  provisions  in  the  solicitation,  which  I  hope  will 
be  issued  in  a  week  or  so.  That  is  one  of  the  areas,  the  require- 
ments for  experience  that  we  are  revising  and  making  less  onerous, 
if  you  will. 

Mr.  LaFalce.  But  will  they  still  require  aggregation  of  all  these 
services? 

Mr.  Beres.  Yes,  that  was  still  our  intent,  to  move  forward  with 
the  aggregated  demand  of  our  customers  and  to  make  award  to  a 
single,  low-cost  provider. 

Cnairwoman  Meyers.  Well,  if  the  gentleman  would  yield  one 
more  time,  I  would  like  to  know  the  difference  is  between  the  terms 
a^egatea  demand  and  bundling. 

i  would  like  to  know  one  further  thing,  and  we  have  talked  about 
this  a  little  before.  Has  GSA  prepared  any  studies  on  the  effect  of 
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its  proposal  on  small  business  at  all?  Please  tell  us  the  number  of 
small  businesses  that  you  studied  and  how  they  were  selected  and 
what  conclusions  you  reached. 

Because  to  look  for  the  impact  on  small  business  is  certainly  one 
of  the  missions  of  this  committee.  What  studies  have  you  done  to 
see  what  this  would  do  to  small  business  if  these  requirements 
were  put  in  place? 

Mr.  Beres.  As  I  mentioned  earlier,  I  was  told  by  our  customer, 
the  Department  of  Defense,  on  the  subject  of  the  business  that  is 
available  to  the  air  freight  forwarders  here,  that  the  impact  on 
them  would  be  minimal.  In  other  words,  the  shipments  and  the  re- 
quirements that  they  have  in  place  within  the  Department  of  De- 
fense are  no  different  than  what  they  would  have  in  place  under 
this  contract.  So  that  if  they  were  precluded  because  of  these  re- 
quirements for  CRAF  or  tracking  and  tracing  under  the  contract, 
it  would  be  no  different  than  if  they  were  trying  to  do  business  di- 
rectly with  DOD  and  not  going  through  a  GSA  contract. 

Mr.  LaFalce.  Can  I 

Chairwoman  Meyers.  Yes. 

Mr.  LaFaix!E.  Very  good,  thank  you.  If  the  solicitation  were  to 
go  ahead  as  it  is  presently  written,  how  many  companies  in  the 
United  States  do  you  think  would  be  qualified  to  bid?  I  am  advised 
there  are  perhaps  but  two. 

Chairwoman  Meyers.  That  is  what  I  have  been  advised,  also, 
that  there  would  be  two  firms  that  would  be  able  to. 

Ms.  Alston.  I  can  tell  you  that  we  are — I  am  Carolyn  Alston.  We 
are  expecting  to  have  more  than  one  offerer  for  this  particular  re- 
quirement. 

Mr.  LaFalce.  Well,  two  is  more  than  one.  But  that  is  not  satis- 
factory. Could  you  be  a  bit  more  explicit? 

Ms.  Alston.  Well,  actually,  I  cannot  in  this  open  forum,  because 
we  are  in  the  solicitation  process.  I  would  be  able  to  share  that  in- 
formation with  you  outside  of  this  forum. 

Mr.  LaFalce.  No,  there  is  nothing  secret  about  your  expectations 
of  an  approximate  number.  Are  we  talking  about  two  when  you  say 
more  than  one  or  are  we  talking  about  a  dozen  or  two  dozen  or 
three  dozen?  What  is  the  potential  universe  out  there?  Mr.  Alf  has 
apprised  me  that  he  is  only  aware  of  two  in  the  United  States  that 
could  possibly — correct  me  if  I  am  wrong. 

Mr.  Alf.  I  just  want  to  make  a  correction.  There  is  only  a  small 
handful  that  can  bid  on  the  small  pack  freight.  But  what  we  are 
concerned  what  we  are  getting  blocked  out  of  is  the  heavyweight 
freight.  That  is  section  CC  of  this  proposal.  There  is  only  two  car- 
riers that  are  heavy  weight  air  freight  carriers  in  this  country  that 
are  CRAF  carriers  that  have  the  capability  to  meet  the  commit- 
ments— attempt  to  meet  the  commitments  of  this  contract.  No  one 
can  meet  the  commitments.  But  they  have  the  best  shot. 

Mr.  LaFalce.  All  right.  So  would  you  generally  concur  with  re- 
spect to  the  heavy  weight  then  there  might  be  but  two? 

Ms.  Alston.  No,  I  cannot  concur  with  that.  I  think  we  are  ex- 
pecting multiple  participants,  but  I  am  not  able  to  share  the  num- 
ber with  you  at  this  time. 
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Mr.  LaFalce.  All  right.  Mr.  Beres,  you  seem  to  be  backtracking 
a  bit.  You  seem  to  be  suggesting  that  you  are  going  to  revise  the 
solicitation,  especially  with  respect  to  the  CRAF  requirement. 

Mr.  Beres.  I  didn't  say  anything  about  the  CRAF  requirements. 
I  am  sorry  if  that  was 

Mr.  LaFalce.  Well,  you  said  the  principal  objections  seem  to  be 
CRAF  requirements. 

Mr.  Beres.  It  is  on  the  prior  experience  that  we  are  making  ad- 
justments in  the — and  will  amend  the  solicitation. 

Mr.  LaFalce.  But  not  on  the  CRAF? 

Mr.  Beres.  No,  sir. 

Mr.  LaFalce.  Wh;yr? 

Mr.  Beres.  That  is  a  firm  requirement  from  our  major  customer, 
the  Department  of  Defense,  for  that  line  item. 

Mr.  LaFalce.  All  right.  Well,  then  why  shouldn't  the  DOD, 
change  that  requirement?  You  are  here  as  the  voice  not  just  of 
GSA,  you  are  here  as  the  voice  of  the  Federal  Grovemment.  So  you 
can't  say  that  I  represent  the  Federal  Government  because  another 
voice  of  the  Federal  Government  says  it.  You  have  to  say  why.  Why 
would  DOD  want  this  CRAF  requirement? 

Mr.  Beres.  I  can  submit  that  for  the  record,  sir.  I  feel  a  little 
inadequate  trying  to  represent  to  you  the  national  defense  require- 
ments. 

Mr.  LaFalce.  Do  more  than  that  for  me,  because  I  just  don't 
want  you  to  go  back  and  say  let  us  come  up  with  a  rationalization. 
I  want  you  to  go  back  with  DOD  and  say,  hey,  there  is  a  lot  of  stat- 
ic on  account  of  this,  and  unless  there  is  an  overwhelmingly  com- 
pelling case,  mavbe  we  ought  to  scrap  that  requirement.  That  is 
one  alternative  that  you  should  consider.  Fair  enough? 

Mr.  Beres.  Sure,  yes,  sir. 

Mr.  LaFalce.  All  right.  What  is  this  bit  about  a  surcharge  in 
this  contract?  Tell  me  about  that. 

Mr.  Beres.  Yes,  we  stopped  receiving  appropriated  funds  for 
these  programs,  and  we  are  now  under  what  is  called  industrial 
funding.  Our  supply  system  has  been  under  it  for  quite  awhile.  Our 
interagency  fleet  system  has  been  imder  it  quite  awhile.  What  it 
essentially  means  is  that  our  costs  of  doing  business  has  to  be  cov- 
ered by  revenues  that  are  generated  from  our  customer  agencies. 
So  that,  yes,  in  anything  we  do  now,  there  is  payment  coming  back 
to  FSS  in  the  form  of  a  surcharge  that  would  cover  our  expenses. 

Mr.  LaFalce.  Is  this  on  all  contracts? 

Mr.  Beres.  Yes,  I  believe  it  is  on  all  now.  Carolyn,  is  that 

Ms.  Alston.  Yes,  we  are  converting  to  industrial  funding  on  all 
of  our  contracts. 

Mr.  LaFalce.  All  your  contracts?  Is  there  something  peculiar 
about  this  contract  which  would  make  a  surcharge  more  financially 
attractive  to  the  Government  if  there  is  aggregation  than  as  op- 
posed to  a  situation  where  there  is  not  aggregation?  Are  you  apply- 
ing it  only  for  contracts  above  and  beyond  a  certain  dollar  amount? 

Ms.  Alston.  Absolutely  not.  The  implication  that  we  have  an  in- 
centive to  award  a  high-priced  contract  because  of  the  industrial 
funding  is  incorrect.  As  a  matter  of  fact,  along  with  industrial  fund- 
ing, our  customers  have  the  ability  to  use  sources  other  than  GSA. 
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So  that  in  order  that  we  remain  competitive  we  have  to  award 
prices  that  are  going  to  be  attractive  to  our  customers. 

Mr.  LaFalce.  All  right.  Just  one  last  question.  I  thank  the 
Chairwoman  for  her  indulgence.  Did  you  have  discussions  with  the 
Military  Traffic  Management  Command  system  regarding  the  dif- 
ficulties they  had  last  year  which  required  them  to  cancel  their 
bundling  or  aggregation  contract  so  you  understood  the  problems 
that  they  had?  Did  you? 

Mr.  Beres.  Yes,  sir,  we  did.  As  I  see  it,  one  of  the  major  prob- 
lems that  led  to  the  failure  was  that  it  was  awarded  to  a  small 
business;  a  forwarder  that  had  to  rely  on  a  number  of  other  compa- 
nies to  provide  the  services.  There  wasn't  much  in  terms  of  evalua- 
tion factors  for  that  procurement  that  established  the  entity's  abil- 
ity to  perform. 

Mr.  LaFalce.  So,  in  other  words,  you  knew  ahead  of  time  that 
in  all  probability  you  would  be  giving  this  aggregation  contract  al- 
most by  definition  to  a  big  business,  as  opposed  to  small  business? 

Mr.  Beres.  Well,  I  didn't  know  what  to  expect.  I  thought  that 
there  were  certainlv  a  potential  there  for 

Mr.  LaFalce.  That  is  the  problem  that  this  committee  is  con- 
cerned about. 

Chairwoman  MEYERS.  Mr.  LaFalce,  I  think  we  are  going  to  have 
to  move  to  our  next  panel.  But  I  think  you  brought  out  some  excel- 
lent points,  and  I  would  like  to  ask  Mr.  Beres  if  he  would  respond 
in  writing  to  a  number  of  things  that  we  have  asked  about  and 
that  Mr.  LaFalce  has  asked  about. 

One,  your  correspondence  with  Mr.  Glover.  I  think  you  have  said 
you  don't  intend  to  change  the  CRAF  requirement  but  you  do  in- 
tend to  make  some  changes  to  the  prior  experience  portions,  and 
would  you  explain  why  you  are  not  changing  the  CRAF  require- 
ment? 

Is  there  anything  else  that  we  have  asked  you? 

Oh,  and  the  number  of  studies  that  you  have  done  on  how  small 
business  would  be  affected  by  these  changes. 

[The  information  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  I  would  like  to  thank  all  of  you  very  much 
for  being  with  us  today.  I  think  we  could  probably  Keep  you  here 
for  questioning  for  a  very  long  time,  but  we  do  have  two  more  pan- 
els, and  I  appreciate  very  much  your  participation.  Thank  you. 

If  our  next  panel  would  come  to  the  table,  they  are:  Mr.  Robert 
Moore,  deputy  chief  of  staff  for  the  operations  of  Military  Traffic 
Management  Command;  and  Mr.  Bill  Gremmels,  president  of 
AALCO  Forwarding,  Incorporated,  from  Overland  Park,  Kansas; 
Mr.  Donald  Mensch,  president,  Household  Goods  Forwarders,  from 
Alexandria,  Virginia;  and  Mr.  Joseph  Harrison,  president  of  Amer- 
ican Movers  Conference. 

Chairwoman  Meyers.  Mr.  Moore,  please  proceed. 

TESTIMONY  OF  ROBERT  MOORE,  DEPUTY  CHIEF  OF  STAFF 
FOR  OPERATIONS,  MILITARY  TRAFFIC  MANAGEMENT  COM- 
MAND 

Mr.  Moore.  Thank  you,  Madam  Chairman  and  distinguished 
members  of  the  committee.  What  I  would  like  to  do  is  submit  my 
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statement  in  its  entirety  for  the  record,  if  you  would  agree,  and  I 
will  do  a  quick  summary  of  that  statement. 

Chairwoman  Meyers.  Without  objection. 

Mr.  Moore.  Thank  you,  ma'am. 

The  Department  of  Defense  Personal  Property  Program  is  a  bil- 
lion dollar  plus  program  that  we  manage  for  the  military  services. 
We  are  the  industry's  single  largest  customer,  with  over  650,000 
shipments  a  year,  approximately  15  percent  of  the  moving  industry 
business.  We  impact  the  quality  of  life  of  our  service  members 
every  day  through  the  policies  we  implement  that  govern  the  move- 
ment and  storage  of  their  possessions. 

Over  a  military  career,  a  service  member  typically  is  called  upon 
to  move  more  than  20  times.  We  are  reengineering  this  program 
to  improve  the  quality  of  these  moves  and  at  the  same  time  not  ad- 
versely impact  the  small  businessperson.  Our  proposed  program  in- 
corporates maximum  opportimities  for  small  business  as  the  prim6 
contractor  as  well  as  significant  emphasis  on  subcontracting  oppor- 
tunities. 

In  response  to  the  conference  report  on  DOD  appropriations  for 
fiscal  year  1995,  we  will  be  reporting  to  the  congressional  defense 
committees  in  January  on  the  potential  for  small  business  partici- 
pation. 

The  Commfmder-in-Chief,  U.S.  Transportation  Command,  tasked 
MTMC  in  June  of  1994  to  reengineer  the  Personal  Property  Pro- 
gfram.  That  effort  gained  momentum  that  summer  when  we  had 
significant  inefficiencies  in  the  program.  Many  of  the  shipments 
were  delayed,  lost,  stranded,  burned,  and  damaged.  Many  members 
were  forced  to  seek  their  own  moving  services  at  considerable  per- 
sonal expense.  The  stress  of  this  situation  caused  hardship 
throughout  the  military  for  service  members  and  their  families. 

We  continue  to  experience  substandard  service  for  shipments. 
Our  loss  and  damage  rate  is  about  23  percent,  one  in  four  ship- 
ments either  lost  or  damaged.  We  do  not  think  this  is  acceptable, 
and  we  believe  we  can  do  better. 

The  DOD's  Quality  of  Life  Task  Force,  established  by  Secretary 
Peny,  mandated  that  systems  be  simplified  and  that  the  quality  of 
service  for  our  members  be  improved.  We  need  and  deserve  the 
same  level  of  service  that  the  commercial  corporate  customer  re- 
ceives. Our  research  has  shown  that  we  are  not  receiving  that  level 
of  service  today. 

We  started  our  reengineering  process  with  a  clean  sheet  of  paper 
and  a  commitment  to  make  top-to-bottom  reform.  Past  experience 
and  "as  is"  business  process  modeling  showed  us  that  the  multitude 
of  policies,  procedures  and  regulations  that  make  up  our  50-year- 
old  program  were  so  intertwined  and  interdependent  that  it  would 
not  be  possible  to  fix  the  current  program  by  simply  making 
changes.  Our  efforts  take  the  best  of  the  old  and  incorporate  the 
objectives  of  acquisition  reform  and  quality  management. 

It  has  been  our  goal  in  our  reengineering  effort  to  solicit  and  re- 
ceive industry  views.  We  are  committed  to  maximum  participation 
for  small  business.  We  have  made  numerous  visits  to  carriers  and 
forwarders,  both  large  and  small,  and  we  have,  at  their  invitation, 
made  presentations  at  their  professional  conferences,  never  turning 
down  an  opportunity  to  dialogue  with  the  industry.  We  visited,  sur- 
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veyed,  consulted  with  corporate  shippers  to  determine  the  commer- 
cial business  practices  they  follow  and  have  incorporated  many  of 
them  in  our  proposal. 

In  response  to  industry  comments  and  concerns,  we  have  modi- 
fied our  proposal  for  personal  property  reengineering  three  times. 
We  have  made  a  commitment  to  meet  again  with  industry  leaders 
and  associations  in  the  very  near  future  to  review  their  concerns 
and  discuss  the  structure  of  a  pilot  program. 

The  current  proposal  provides,  to  the  maximum  extent  possible, 
full  and  open  competition  with  optimum  business  opportunities  for 
all  sizes  and  segments  of  the  moving  industry.  We  would  award 
traffic  to  a  carrier  and  alternates  on  channels  or  traffic  lanes  from 
an  origin  to  a  destination.  These  channels  are  divided  so  as  to  pro- 
vide more  than  17,000  opportunities  for  movers  to  be  successful 
contractors  throughout  the  world.  Separate  awards  would  be  made 
for  local  moves,  intrastate  moves,  interstate  moves  and  inter- 
national moves. 

This  strategy  divides  our  business  into  enough  segments  to  en- 
courage smalland  small  disadvantaged  businesses  to  compete  and 
win  as  prime  contractors.  It  would  also  contain  a  requirement  for 
large  contractors  to  subcontract. 

The  subcontracting  plan  would  be  a  significant  factor  in  our 
source  selection  evaluation  plan.  We  would  require  the  specifics  of 
this  plan,  those  companies  and  the  value  of  traffic  proposed  to  be 
subcontracted,  and  we  would  follow  the  policy  for  small  and  small- 
disadvantaged  businesses  as  expressed  in  the  small  business  act. 

We  propose  to  test  this  concept  in  a  pilot  program  beginning  in 
the  fall  of  1996.  While  our  pilot  program  has  not  been  solidified, 
we  believe  conceptually  that  by  awarding  contracts  for  selected 
channels  of  traffic  throughout  the  world  we  would  be  conducting  a 
fair,  side-by-side  test  of  the  new  with  the  current  program.  This 
would  include  assessing  the  impact  on  small  business. 

Madam  ChairmEin,  I  would  like  to  respond  briefly  to  several 
questions  you  raised  in  your  letter  of  September  27.  On  the  ques- 
tion of  bundling,  we  have  not  combined  any  requirements  in  our 
proposal  without  first  considering  the  impact  on  small  business. 
Rather,  the  concerns  of  small  business  and,  particularly,  the  house- 
hold goods  forwarders  are  precisely  why  we  moved  away  from  our 
first  and  second  proposals  to  the  current  award  by  channel  pro- 
posal. 

You  also  asked  about  the  Federal  Acquisition  Regulation  as  op- 
posed to  our  current  procurement  vehicle.  We  chose  the  method 
that  prevails  throughout  the  Government  today  for  the  procure- 
ment of  all  services.  It  brings  us  several  things  that  we  desire — 
full  and  open  comp>etition,  long-term  relationships,  commercial 
business  practices,  protection  for  both  parties  and,  most  of  all,  the 
concept  of  best  value.  Under  the  FAR,  we  can  evaluate  an  offer's 
management  structure,  operational  approach,  capacity,  past  per- 
formance, quality  control  plan,  financial  stability,  subcontracting 
plan  and,  lastly,  their  rate. 

I  need  to  point  out  that  the  use  of  FAR  is  not  completely  foreign 
to  this  industry.  Currently,  our  long-term  storage  services  are  pro- 
cured under  the  FAR.  This  includes  over  1,300  contracts  with  small 
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warehouse  owners.  Additionally,  we  also  procure  local  moves  under 
the  FAR. 

We  are  committed  to  structuring  an  approach  that  offers,  to  the 
maximum  extent  possible,  small  forwarders  the  opportunity  to  fair- 
ly compete  for  our  business.  It  is  the  small  business  that  provides 
the  resources  and  capacity  that  is  the  foundation  of  this  industry. 
We  understand  the  important  role  they  play.  Consequently,  we 
have  structured  an  approach  that  provides  business  opportimities 
for  all  segments  of  this  industry,  especially  small  business,  to  com- 
pete fairly. 

Certainly,  we  will  be  in  a  better  position  to  assess  the  impact  of 
this  approach  on  all  segments  of  the  industry,  not  only  forwarders, 
and  the  costs  to  the  Government,  after  the  pilot  program.  In  that 
regard,  we  plan  to  hire  an  independent  company  to  evaluate  the 
success  of  the  pilot  program. 

I  would  like  to  emphasize  further  that  our  motivation  for  chang- 
ing this  program  is  quality  of  life.  It  is  not  cost.  Quality  of  life  is 
our  concern.  We  want  a  corporate  quality  move  for  our  members. 

Appreciate  the  opportunity  for  presenting  our  views,  and  I  would 
be  glad  to  address  any  of  your  questions. 

Cnairwoman  Meyers.  Right.  I  thank  you  very  much,  Mr.  Moore. 

[Mr.  Moore's  statement  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  I  think  we  will  go  ahead  and  hear  from 
Mr.  Gremmels,  who  is,  of  course,  from  God's  country.  Overland 
Park,  Kansas.  I  think  we  will  hear  from  you  and  then  break  for  a 
vote  and  return.  I  think  it  sounds  from  the  number  of  bells  that 
I  have  heard  as  if  we  may  have  two  votes  in  a  row  here,  and  so, 
Mr.  Gremmels,  if  you  will  proceed. 

TESTIMONY  OF  BILL  GREMMELS,  PRESIDENT,  AALCO 
FORWARDING,  INC^  OVERLAND  PARK*  KANSAS 

Mr.  Gremmels.  Thank  you,  Madam  Chairman  and  distinguished 
members. 

My  name  is  William  Gremmels,  president  of  AALCO  Forwarding, 
located 

Chairwoman  Meyers.  Mr.  Gremmels,  I  wonder  if  you  would 
bring  the  mike  fairly  close  to  you,  because  they  are  voice  activated 
and  if  you  are  not  speaking  right  into  it,  it  won't  work. 

Mr.  Gremmels.  I  am  appearing  here  today  and  I  appreciate  this 
opportunity  to  tell  this  committee  how  the  plan  of  the  Military 
Traffic  Management  Command  for  reengineering  the  DOD  Per- 
sonal Property  Program  will  put  my  company  out  of  business,  along 
with  many  otner  small  business  concerns  who  have  provided  serv- 
ices for  the  movement  of  household  goods  and  personal  effects  be- 
tween points  throughout  the  United  States  and  to  and  from  over- 
seas points. 

AALCO  is  a  small  company  with  eight  employees,  which  has  an- 
nual ^oss  revenues  of  $10  to  $12  million,  practically  all  of  which 
is  derived  from  military  household  goods.  In  order  to  provide  this 
service  to  the  military,  AALCO  has  built  up  a  network  consisting 
of  310  agents  who  supply  the  infrastructure  in  the  form  of  ware- 
houses, trucks  and  personnel  in  order  to  perform  the  required  pick- 
up, packing  and  unpacking  of  these  shipments  respectively  at  ori- 
gin and  destination.  Of  the  310  agents,  240  of  these  agents  are  lo- 
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cated  throughout  the  United  States,  and  as  pertinent  here,  with 
rare  exception  they  are  all  small  business. 

AALCO  with  its  requisite  agency  networks  has  participated  in 
the  DOD  Personal  Property  Programs  for  over  10  years.  I  have 
nearly  30  years  of  experience  in  this  business,  and  together  with 
my  stafF  of  eight,  we  total  over  100  years  of  experience. 

Presently,  the  military  obtains  the  required  transportation  of  its 
household  goods  shipments  under  a  very  competitive  bid  process 
under  whicn  the  traffic  or  the  business  is  equitably  distributed 
among  big  and  small  business  concerns  alike  which  have  met 
MTMC's  service  qualifications  and  have  submitted  competitive 
rates.  Rates  are  now  filed  electronically,  pursuant  to  an  exemption 
from  the  Federal  Acquisition  Regulation,  specifically  established  for 
this  transportation  of  Government  shipments. 

The  qualified  carrier  that  submits  the  lowest  rate  on  a  given 
traffic  route  is  awarded  the  largest  share  of  the  business,  but  other 
carriers  meeting  MTMC's  service  requirements  have  the  oppor- 
tunity to  match  the  low  rate  and  participate  in  the  business,  al- 
though at  a  lesser  volume. 

This  feature  of  the  present  procurement,  which  has  existed  for 
over  30  years,  has  two  distinct  benefits.  First,  my  company  is  able 
to  survive  even  though  we  did  not  establish  the  low  rate,  provided 
we  are  able  to  meet  the  low  rate  and  our  agents  are  able  to  survive 
with  us.  Second,  the  Government  then  has  available  to  meet  its 
traffic  demands  not  only  the  facilities  of  the  bidder  establishing  the 
low  rate  and  its  agency  network  but  also  the  facilities  of  all  the 
bidders  who  met  this  low  rate  £md  their  combined  agency  networks. 
This  benefit  has  properly  been  termed  by  MTMC  as  equitable  traf- 
fic distribution. 

Under  a  so-called  reengineering  concept,  MTMC  now  proposes  to 
change  all  this  and  place  all  of  its  traffic  on  a  given  route  into  the 
hands  of  a  single  carrier.  Under  this  reengineering  plan,  all  car- 
riers and  their  agents,  other  than  the  single  successful  bidder,  will 
be  out  of  business  for  a  period  of  2  to  5  years. 

Since  AALCO's  business  is  exclusively  military,  it  will  not  be 
able  to  survive  if  the  MTMC  reengineering  plan  goes  into  effect. 

This  "winner-take-air  feature  of  the  MTMC  proposal  tilts  the 
level  playing  field  in  favor  of  big  business  and  against  small  busi- 
ness concerns.  Large  moving  companies  will  be  able  to  survive 
without  the  military  business.  On  the  other  hand,  small  carriers 
such  as  my  company,  and  its  affiliated  small  business  agents,  can- 
not survive. 

Further,  the  MTMC  reengineering  proposal  completely  disman- 
tles the  simple  bidding  procedure  under  the  FAR  exemption,  spe- 
cifically enacted  for  the  transportation  of  Government  shipments, 
and  substitutes  the  very  complex  and  detailed  regulations  con- 
tained in  the  FAR.  Most  small  business  concerns  are  not  familiar 
with  these  regulations  and  cannot  afford  to  hire  the  additional  per- 
sonnel needed  in  order  for  them  to  be  able  to  submit  the  volumi- 
nous contract  proposals  required  and  to  understand  and  administer 
all  the  regulations  involved.  This  again  favors  large  concerns  who 
are  in  a  better  position  to  meet  these  burdensome  requirements 
with  their  existing  personnel. 
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I  view  the  MTMC  reengineering  of  the  DOD  Personal  Property 
Progfram  as  a  death  sentence  for  my  company  and  for  the  many 
other  small  business  concerns  who  are  similarly  situated.  I  do  not 
believe  this  is  necessary  since  all  segments  of  the  moving  industry 
have  advised  MTMC  in  unison  that  they  are  ready  and  willing  to 
provide  the  MTMC  the  same  benefits  it  desires  through  amend- 
ment of  the  present  program.  If  this  course  was  adopted,  my  com- 
pany and  many  other  small  business  concerns  could  continue  to 
participate  in  the  DOD  Personal  Property  Programs. 

In  conclusion,  I  recognize  that  I  have  no  ri^t  to  be  kept  in  busi- 
ness by  a  preferential  award  of  Government  business.  I  am  not 
seeking  a  small  business  set  aside.  All  I  ask  for  is  a  continuation 
of  the  level  playing  field  which  will  permit  my  company  and  other 
small  businesses  to  participate  in  the  DOD  Personal  Property  Pro- 
grams, provided  they  meet  the  standards  of  service  established  by 
the  MTMC  and  offer  a  competitive  rate. 

I  really  appreciate  this  opportunity  and  also  I  appreciate  any 
consideration  that  this  committee  may  see  fit  to  give  this  pro- 
gfram — or  this  problem — excuse  me.  Thank  you  very  much. 

Chairwoman  Meyers.  Thank  you  very  much,  Mr.  Gremmels.  I 
think  that  was  just  an  excellent  summary  of  what  you  consider 
some  of  the  real  problems  with  this  new  proposal. 

[Mr.  Gremmels'  statement  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  We  will  return  in  just  a  minute  and  hear 
from  Mr.  Mensch  and  Mr.  Harris. 

[Recess.] 

Chairwoman  MEYERS.  I  apologize  for  the  interruption,  Mr. 
Mensch.  We  had  two  votes  in  a  row,  and  it  made  it  last  a  little 
longer  than  usual,  and  so  we  will  return  to  your  testimony.  You  are 
the  President  of  Household  Goods  Forwarders  Association  of  Amer- 
ica, in  Alexandria. 

TESTIMONY  OF  DONALD  H.  MENSCH,  PRESIDENT,  HOUSE- 
HOLD GOODS  FORWARDERS,  ASSOCIATION  OF  AMERICA, 
INC^  ALEXANDRIA,  VIRGINIA 

Mr.  Mensch.  Thank  you,  Madam  Chair. 

I  appreciate  this  opportunity  to  appear  before  the  committee  and 
express  the  views  of  the  Household  Goods  Forwarders  Association 
on  how  the  Military  Traffic  Management  Command  or  MTMC's 
proposal  to  discard  the  existing  procurement  procedures,  specifi- 
cally developed  for  the  Personal  Property  Programs  and  substitute 
the  general  FAR  procurement,  will  affect  small  business  and  the 
household  good  moving  industry. 

I  have  given  a  written  statement  for  the  record,  and  I  will  sum- 
marize it  so  we  can  finish  quickly. 

The  Forwarders  Association  is  unanimously  opposed  to  the  pro- 
posal by  the  Military  Traffic  Management  Command  which  dis- 
mantles the  existing  DOD  Personal  Property  Programs  and  pro- 
poses to  reengineer  them  in  a  way  which  gives  all  shipments  on  a 
given  traffic  route  to  a  single  prime  bidder  under  a  "winner-take- 
air  concept  using  long-term  contracts.  This  will  freeze  out  other 
qualified  participants  for  a  minimum  period  of  2  years  and  has  the 
potential  of  doing  so  for  up  to  5  years.  It  also  substitutes  the  Fed- 
eral Acquisition  Regulation,  or  FAR,  for  the  specific  household 
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goods  procurement  fashioned  over  the  years  to  make  available  to 
the  DOD  the  entire  infrastructure  of  the  forwarders  and  their 
agents  qualified  under  the  MTMC  regulations.  The  entire  infra- 
structure is  required  to  meet  the  needs  of  the  various  military  ship- 
pingoflfices. 

MTMC  presently  solicits  these  services  under  an  exemption  from 
the  FAR  designed  specifically  for  the  transportation  of  shipments 
moving  on  a  bill  of  lading  for  the  account  of  the  Government. 
MTMC  issues  solicitations  for  competitive  bids  twice  a  year  from 
qualified  motor  carriers  and  freight  forwarders.  Rates  are  filed  on 
a  computer  tape  and  the  lowest  cost  carrier  or  forwarder  on  each 
international  traffic  route  is  awarded  the  largest  volume  of  the 
traffic.  Other  bidders  are  then  accorded  the  opportunity  to  meet  the 
low  rates  and  participate  in  the  traffic,  although  at  a  considerably 
lower  volume  of  traffic.  This  so-called  "me-too  procedure  was  de- 
veloped by  DOD  and  industry  to  permit  DOD's  needs  to  be  served 
at  the  lowest  rate  levels. 

MTMC  now  is  proposing  to  scrap  the  present  household  goods 
program,  which  has  been  in  effect  for  more  than  30  years,  and 
start  all  over  from  scratch.  This  is  MTMC's  reengineering  of  the 
Personal  Property  Program,  In  a  phrase,  we  see  no  reason  to 
reinvent  the  wheel,  especially  when  it  is  the  unanimous  position  of 
the  entire  moving  industr>'  that  the  use  of  the  FAR  and  the  win- 
ner-take-all concept  will  destroy  much  of  this  industry. 

Industry  has  offered  to  give  MTMC  virtually  all  the  service  im- 
provement MTMC  intends  to  obtain  from  its  reengineering  pro- 
posal, except  for  one  which  is  in  direct  conflict  with  the  customary 
industry  practices.  We  can  do  this  by  amending  the  present  pro- 
gram, thereby  eliminating  the  adverse  effects  of  the  winner-take- 
all  and  the  FAR  aspects. 

Insofar  as  our  association  is  concerned,  85  percent  of  the  for- 
warders in  the  association  are  small  business  companies.  Further, 
the  primary  business  of  these  forwarders  is  the  transportation  of 
military  household  goods,  and  88  percent  of  these  forwarders  are 
exclusively  military  forwarders.  If  the  MTMC  proposal  is  enacted, 
these  companies  will  not  be  able  to  survive  without  DOD  traffic 
and  will  not  be  present  to  bid  on  any  future  procurement.  As  a  re- 
sult, we  believe  the  MTMC  proposal  to  be  anticompetitive  and  con- 
trary to  the  Competition  in  Contracting  Act,  since  it  will  reduce, 
rather  than  enhance,  competition. 

MTMC  recognizes  that  the  reengineering  proposal  constitutes  a 
bold  step  which,  for  the  first  time,  limits  the  business  on  each  traf- 
fic channel  to  one  prime  bidder  and  possibly  an  alternate  on  the 
larger  traffic  channels.  MTMC  has  assumed,  contrary  to  the  state- 
ments of  the  entire  moving  industry  and  without  any  evidentiary 
support  for  its  position,  that  the  unsuccessful  bidders  and  their 
agents  will  be  able  to  continue  participation  on  a  given  traffic  route 
by  entering  into  subcontracts  with  the  successful  bidder. 

First,  let  me  make  it  clear  that  the  selected  bidder  will  service 
all  the  business  it  can  and  will  only  attempt  to  subcontract  that 
which  it  cannot  handle  itself  Second,  it  is  almost  weird  to  believe 
that  one  competitor  will  help  another  to  complete  its  contractual 
obligations.  For  example,  does  one  really  think  that  North  Amer- 
ican Van  Lines  will  permit  its  agency  network  and  facilities  to  be 
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used  to  enable  United  Van  Lines  to  successfully  complete  its  con- 
tract? That  is  not  the  case  now  and  will  not  be  the  case  in  the  fu- 
ture. Nevertheless,  that  is  the  assumption  upon  which  the  MTMC 
reengineering  proposal  is  admittedly  based. 

Use  of  the  FAR,  which  is  a  general  procurement  regulation  for 
the  movement  of  household  goods,  is  not  beneficial.  Under  the 
guise  of  simplification,  it  introduces  a  regulation  the  size  of  two 
large  telephone  books.  Many  bidders  are  small  businesses  that  are 
not  familiar  with  these  regulations  and  cannot  afford  to  hire  the 
required  proposal  writers  and  the  additional  personnel  necessary 
for  the  administration  of  the  regulations.  Even  the  larger  carriers, 
which  can  accommodate  the  administration  of  this  bundle  of  ref- 
lations, have  advised  MTMC  that  it  will  create  additional  signifi- 
cant burdens  and  will  result  in  increased  cost  which  must  be 
passed  on  to  the  Government. 

MTMC  has  attempted  to  blunt  industry's  unanimous  objection  to 
the  reengineering  proposal  by  stating  that  industry  has  overreacted 
because,  at  least  for  now,  this  is  only  a  test  confined  to  a  limited 
geographical  area  and  because  of  the  problems  involved  in  imple- 
menting it,  it  will  take  some  time  to  implement  it  worldwide. 

Let  me  continue  and  end  up  the  statement.  MTMC's 
reengineering  includes  many  regulations  and  procedures  which 
have  no  counterpart  in  the  commercial  arena.  Although  large  busi- 
ness companies  will  be  able  to  comply  with  and  administer  these 
regulations  at  additional  cost,  many  small  businesses  cannot. 

We  see  no  reason  why  the  existing  DOD  Personal  Property  Pro- 
gram  should  be  reengineered  to  favor  big  business  and  to  eliminate 
small  business  concerns  from  their  participation  in  Government 
traffic.  This  is  especially  true  in  the  case  when  the  service  benefits 
desired  to  be  obtained  are  available  through  the  amendment  of  the 
existing  programs. 

Therefore,  it  is  industry's  position  we  would  rather  see  these  reg- 
ulations amended  and  we  can  provide  the  same  procedures  and 
benefits  that  they  have  requested.  This  is  one  of  the  MTMC  charts 
that  shows  what  they  want.  Every  item  on  this  chart  industry  is 
prepared  to  provide  except  one  and  that  is  because  it  is  not  the 
common  industry  procedure. 

I  thank  you.  Chairman,  for  letting  us  participate  in  this  and  I 
am  available  for  any  questions. 

Chairwoman  Meyers.  Thank  you  very  much,  Mr.  Mensch. 

[Mr.  Mensch's  statement  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  Mr.  Joseph  Harrison  is  president  of  Amer- 
ican Movers  Conference  of  Alexandria. 

TESTIMONY  OF  JOSEPH  HARRISON,  PRESIDENT,  AMERICAN 
MOVERS  CONFERENCE,  ALEXANDRIA,  VIRGINIA 

Mr.  Harrison.  Good  afternoon.  Madam  Chair  and  members  of 
the  committee.  My  name  is  Joe  Harrison.  I  am  president  of  the 
American  Movers  Conference.  As  president  of  AMC,  I  represent 
nearly  3,000  household  goods  movers  including  large  national  van 
lines  with  affiliated  agents  located  throughout  the  country,  agents 
affiliated  with  van  lines,  and  independent  regional  and  national 
carriers  without  an  agency  network.  The  moving  business  is  a  $7 
billion  industry  employing  450,000  workers  and  operating  120,000 
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vehicles.  The  industry  consists  mostly  of  small  business  carriers, 
agents,  and  forwarders. 

In  1994,  the  industry  transported  over  1.2  million  interstate 
shipments  including  over  150,000  domestic  military  shipments.  We 
consider  the  military  to  be  a  very  important  customer.  Therefore, 
we  support  improving  and  simplifying  MTMC's  personal  property 
procurement  progjram  to  benefit  both  the  relocating  military  mem- 
ber and  the  American  taxpayer. 

However,  I  am  here  today  to  tell  you  that  MTMC's  reengineering 
proposal  will  not  improve  or  simplify  its  procurement  process.  Iron- 
ically, it  does  just  tne  opposite  by  imposing  very  complicated  and 
unnecessary  Federal  Acquisition  Regulations  that  may  be  appro- 
priate for  procuring  tanks  but  not  for  procuring  moving  services 
from  individual  small  businesses  located  in  every  town,  village,  and 
hamlet  in  this  country. 

I  might  digress  for  a  moment  to  indicate  to  you  graphically  that 
the  Federal  procurement  regulations — I  want  to  watch  my  back 
here,  this  is  the  FAK  regulations  and  this  is  the  typical  commercial 
contract  for  moving  services  by  a  large  insurance  carrier  to  one 
mover.  You  can  see  the  difference  simply  in  the  fact  of  the  thick- 
ness, and  this  is,  by  the  way,  two-sided  versus  a  simple  contract 
for  commercial  moving. 

A  small  business  mover  will  not  only  be  required  to  master  the 
present  FAR  requirements  but  will  have  to  keep  up  with  the  many 
changes  to  these  regulations.  As  an  example,  in  the  month  of  Sep- 
tember alone  DOD  proposed  13  different  changes  to  the  FAR  in  the 
Federal  Register  and  it  was  comprised  of  approximately  95  pages 
of  proposed  changes  to  the  FAR  in  one  month,  September  of  this 
year. 

In  addition  to  these  increased  costs  that  are  associated  with  the 
complexities,  they  will  be  introducing  the  Service  Contract  Act, 
which  will  put  into  play  the  requirement  that  wage  levels  in  dif- 
ferent areas  would  have  to  be  adhered  to  depending  upon  the  ori- 
gin, destination,  and  the  States  traversed  by  a  particular  move  for 
a  military  member.  Trying  to  keep  track  of  these  different  wages 
throughout  the  country  for  a  given  move  will  be  an  accountant's 
nightmare. 

I  have  probably  overstated  the  impact  of  the  FAR  on  small  busi- 
ness movers,  since  many  of  them  will  no  longer  service  military 
shipments  under  MTMC's  winner-take-all  approach.  That  is,  only 
one  contractor  will  be  awarded  shipments  from  one  or  more  mili- 
tary installations  to  each  destination  or  State. 

Currently,  each  installation  transportation  officer  has  a  variety 
of  qualified  carriers  at  its  disposal.  The  sheer  number  of  available 
movers  is  critical  to  meeting  the  military's  relocation  demands  dur- 
ing the  peak  summer  season.  A  winner-take-all  approach  will  put 
a  number  of  current  qualified  carriers  out  of  business  and  therefore 
significantly  reduce  the  number  of  carriers  available  for  military 
use. 

MTMC's  answer  to  this  very  real  problem  is  to  allow  a  winning 
contractor  to  subcontract.  The  success  of  subcontracting  is  highly 
doubtful  due  to  principal  agent  contractual  relationships  that  exist 
between  van  lines  and  their  agents. 
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My  detailed  testimony  contains  a  number  of  other  problems  my 
members  have  with  MTMC's  reengineering.  More  importantly,  my 
testimony  lists  10  reengineering  suggestions  that  MTMC  could  eas- 
ily adopt  that  would  simplify  the  process,  reflect  prevailing  com- 
mercial practice,  and  retain  a  sufficient  number  of  quality  small 
business  movers  to  ensure  that  each  military  member  receives  a 
quality  move  with  reasonable  dispatch. 

Thank  vou  for  allowing  me  to  give  this  testimony  today.  I  would 
like  to  add  one  thing.  In  Mr.  Moore's  testimony,  he  indicated  that 
one  of  the  predicates  for  this  proposed  reengineering  is  the  fact 
that  last  year  during  the  summer  season  the  military,  in  his  words, 
received  poor  quality  service.  I  would  like  to  at  least  add  to  the 
record  that  we  did  have  a  very  unusual  moving  season  last  year, 
not  only  in  terms  of  our  military  customers  but  also  our  civilian 
Government  customers  and  our  commercial  customers,  both  cor- 
porate and  COD.  We  had  a  very,  very  high  demand  for  moving 
services  last  year  mostly  because  of  the  pent  up  demand  of  consum- 
ers in  terms  of  lower  interest  rates  and  the  fact  that  the  economy 
was  very  robust  at  the  time,  and  as  a  consequence  we  found  our- 
selves as  an  industry  with  not  enough  trucks  or  drivers  to  handle 
the  demand  for  moving  services  during  the  moving  season. 

One  of  our  biggest  problems  every  year  is  the  fact  that  we  have 
a  seasonal  business  and  that  50  percent  of  our  business  is  done  be- 
tween mid-May  and  mid-September,  so  we  have  to  gamer  all  our 
resources,  equipment,  manpower,  et  cetera,  to  get  the  job  done. 
Most  summers  it  is  not  a  problem.  Last  summer  we  had  a  problem 
because  demand  outstripped  our  ability  to  service  many  of  these 
shipments.  This  year  we  sat  down  with  the  military  folks  especially 
out  of  Fort  Belvoir  here  that  represents  10,000  to  12,000  shipments 
a  year  and  we  tried  to  hash  out  some  of  our  problems  that  we  had 
last  year  so  that  we  would  not  have  those  problems  during  the 
summer  of  1995.  We  did  that  and  we  had  no  problems  with  Fort 
Belvoir  or  any  other  area  to  speak  of  in  comparison  to  some  of  the 
vety  real  problems  we  did  indeed  have  in  1994. 

Thank  you  very  much. 

Chairwoman  Meyers.  Thank  you  very  much,  Mr.  Harrison.  I  am 
pleased  that  you  were  with  us  today. 

[Mr.  Harrison's  statement  mav  be  found  in  the  appendix.] 

Chairwoman  Meyers.  I  think  we  will  go  right  on  at  this  time 
and  hear  from  Jere  Glover  rather  than  having  him  on  a  separate 
panel  and  then  we  will  have  some  questions,  and  although  there 
are  so  many  things  going  on  right  now,  I  hope  some  other  Members 
come  back  to  join  me.  It  not,  may  I  ask  your  permission  to  submit 
questions  in  writing,  because  I  am  sure  some  of  the  Members  will. 

We  will  grant  Mr.  Glover  the  latitude  to  speak  on  concerns  both 
of  the  first  panel  and  of  this  panel,  if  you  would  like  to  do  that, 
Mr.  Glover.  Some  of  the  concerns  expressed  by  the  first  panel  and 
by  this  panel  are  the  same,  some  are  different,  but  we  would  be 
happy  to  hear  fi-om  you  at  this  time.  Thank  you. 

TESTIMONY  OF  JERE  W.  GLOVER  CHIEF  COUNSEL  FOR  ADVO- 
CACY, OFFICE  OF  ADVOCACY,  U.S.  SMALL  BUSINESS  ADMIN- 
ISTRATION 

Mr.  Glover.  Thank  you,  Madam  Chair. 
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There  are  two  questions  that  have  clearly  been  answered  by  this 
hearing  today  and  those  questions  are:  Should  there  be  a  Small 
Business  Committee  in  the  House  of  Representatives  and  should 
there  be  an  Office  of  Advocacy,  Clearly,  this  is  a  case  where  the  Of- 
fice of  Advocacy  has  weighed  in  very  heavily.  We  have  done  what 
we  could  do,  but  without  the  Small  Business  Committee  backing  up 
the  situation,  focusing  attention  on  some  of  these  tough  cases, 
small  business  needs  all  the  help  we  can  get,  and  I  commend  you 
for  your  strong  oversight  on  this  and  other  important  issues  this 
year.  It  is  nice  to  have  you  being  active  and  supporting  small  busi- 
ness and  giving  them  the  audience. 

I  often  talk  to  Government  officials  and  I  invariablv  ask  them  a 
question.  I  basically  ask,  "Should  the  Government  aid,  coimsel,  as- 
sist, and  protect  small  business?"  I  invariably  get  a  debate.  The 
irony  is  that  is  the  law  and  many  Grovernment  officials  tend  to  for- 
get that. 

We  have  been  working  very  hard  to  try  to  raise  the  awareness 
of  this  situation,  but  when  we  look  at  the  issue  we  have  today, 
clearly  on  its  face,  some  of  these  actions  appear  to  be  inconsistent 
with  the  requirement  that  small  business  receive  a  fair  portion  of 
total  Grovemment  contracts. 

In  the  Small  Business  Act,  when  it  was  originally  passed,  there 
was  one  provision  which  I  think  puts  this  in  context.  It  says  that 
only  through  full  and  free  competition  can  we  preserve  our  free  en- 
terprise economic  system. 

The  preservation  and  expansion  of  such  competition  is  basic  not 
only  to  the  economic  well-being  but  to  the  security  of  the  Nation. 
We  can  go  back  to  the  old  days  when  we  saw  that  the  Defense  De- 
partment had  very  few  contractors.  That  was  why  SBA  was  origi- 
nally established.  That  is  why  we  have  had  to  have  some  over- 
sight— to  make  sure  the  Defense  Department  doesn't  simply  do  the 
most  efficient  short-term  thing.  The  same  thing  goes  for  other  Gov- 
ernment agencies  as  well,  without  the  requirement  that  they  look 
beyond  the  short-term  goal.  It  is  always  more  efficient  short  term 
to  have  one  company  do  the  business.  It  is  a  lot  less  work  when 
you  have  one  person  to  work  with,  but  it  is  not  best  for  the  country, 
it  is  not  best  for  the  taxpayer.  When  you  look  at  this  over  the  long 
term,  we  have  to  find  ways  to  streamline  and  make  the  Govern- 
ment more  efficient,  but  we  should  not  do  it  and  sacrifice  the  long- 
term  fixture. 

One  of  my  real  concerns  about  the  freight  forwarder  position  is 
not  only  its  impact  on  the  freight  forwarders  that  are  involved,  but 
also  on  all  small  businesses.  If  you  own  a  small  manufacturing 
plant,  you  are  using  that  freight  forwarder  to  ship  your  goods.  If 
there  is  one  large  Government  monopoly  carrier  that  basically  be- 
comes the  preeminent  shipper,  then  how  is  a  small  manufacturing 
firm  going  to  have  access  to  local  freight  forwarders,  and  if  it  does 
have  access,  at  what  price?  Are  we  going  to  see  cost-shifting  from 
the  Government  to  the  small  business,  where  the  Grovemment  may 
get  a  little  lower  rate  initially  but  small  businesses  get  charged 
extra  because  the  monopoly  carriers  are  to  charge  a  monopoly 
price,  because  we  won't  have  the  number  of  competitors  currently 
in  existence? 
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I  think  the  problem  goes  not  only  to  the  individuals  that  are  here 
testifying  but  also  to  small  businesses  in  general,  and  that  is  one 
of  the  concerns  that  I  wanted  to  specifically  point  out. 

I  think  that  we  are  looking  at  a  situation  where  that  has  been 
going  on.  As  you  mentioned  in  your  opening  statement,  the  White 
House  conference  delegates  recognized  that  bundling  was  a  real 
problem  and  came  out  with  a  strong  recommendation  against  it. 
One  of  the  more  interesting  things  is  that  procurement  this  year 
was  one  of  the  top  recommendation  categories  at  the  White  House 
conference.  Ten  percent  of  the  recommendations  concerns  procure- 
ment issues.  I  think  small  businesses  have  recognized  this  is  an 
important  market  and  a  market  where  they  have  some  real  con- 
cerns. 

When  we  talk  about  bundling,  we  tend  to  lose  site  of  the  fact 
that  agencies  who  have  said  lets  make  this  work  have  been  able 
to.  The  IRS  testified  before  this  committee,  if  you  remember,  Mr. 
Kelman  brought  them  along,  and  testified  not  only  that  he  was 
doing  it  but  it  was  working  very  well,  lowering  their  cost  and  being 
more  efficient.  So  If  we  stop  looking  only  at  snort-term  efficiencies 
and  look  at  long  term,  we  can  find  a  better  solution  and  some  bet- 
ter ideas  and  creativity. 

The  IRS  was  able  to  increase  minority  procurements,  they  have 
increased  their  small  business  procurements,  and  do  this  all  at  a 
lower  price  because  they  made  a  commitment  to  debundle,  exactly 
the  opposite  of  what  we  are  doing  today. 

I  would  remind  everyone  that  I  think  that  is  the  approach.  One 
of  the  things  that  I  did  do  when  I  met  with  individual  witnesses 
today  and  others  in  the  Grovemment  about  our  testimony  was  to 
say  we  have  to  find  better,  more  creative  solutions  that  don't  hurt 
small  business.  That  is  what  I  have  been  encouraging  them,  and 
I  think  it  is  important  that  they  do. 

The  small  businesses'  share  of  Federal  procurement  remains  low. 
Seven  large  contractors  received  more  prime  contract  collars  than 
all  small  businesses  combined.  Much  of  their  gains  can  be  traced 
to  bundling.  It  is  virtually  impossible  to  sell  a  hammer  for  $700 
and  a  toilet  seat  for  $2,000  if  you  put  it  out  on  buy  and  sell.  But 
you  bundle  it  with  another  package,  you  can  charge  those  kinds  of 
numbers.  That  is  why  from  a  good  public  policy  point  of  view  we 
want  to  make  sure  that  we  do  break  these  things  down  more  effi- 
ciently. 

We  made  a  variety  of  recommendations  in  our  testimony.  I  would 
like  to  highlight  those  because  I  think  one  or  two  are  things  that 
we  need  to  mention  specifically. 

One,  we  think  Congress  should  amend  the  Small  Business  Act  to 
define  specifically  what  is  meant  by  "contract  bundling." 

Second,  I  think  the  FAR  regulation  should  be  amended  to  include 
a  strong  statement  against  contract  bundling. 

Finally,  subcontracting  plan  requirements  should  be  tightened 
and  the  application  of  subcontracting  plans  should  be  used  as  a  key 
evaluation  factor  by  the  agencies. 

Thank  you  very  much  for  the  opportunity  to  appear  before  you. 

Chairwoman  Meyers.  Thank  you  very  much,  Mr.  Glover. 

Olr.  Glover's  statement  may  be  found  in  the  appendix.] 
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Chairwoman  MEYERS.  I  have  a  number  of  questions.  I  believe 
that  Mr.  O'Connor  is  with  you  today  and  he  is  the  Chief  Counsel 
for  Procurement  in  the  Small  Business  Administration.  We  are 
glad  to  have  you  with  us,  Mr.  O'Connor. 

Let  me  ask  Mr.  Moore  a  question  to  start  out  with.  What  caused 
you  to  make  the  changes  that  you  are  suggesting  now? 

Mr.  Moore.  Maybe  one  way  I  could  answer  that  question  is  first 
to  give  you  that  information  and  then  tell  you  where  we  are  in  that 
process. 

The  principal  reason  that  we  are  making  these  changes  are  qual- 
ity of  life  concerns.  We  think  that  the  damage  rate  that  we  experi- 
enced with  personal  property,  the  missed  delivery  dates,  the  prob- 
lems we  have  had  with  shipments  are  excessive.  We  think  we  can 
do  better  than  a  25  percent  damage  rate.  We  have  made  surveys 
of  corporations  that  are  doing  better  than  that. 

Chairwoman  Meyers.  Mr.  Moore,  the  25  percent  damage  rate, 
what  does  that  pertain  to?  Is  that  dollar  value? 

Mr.  Moore.  Number  of  claims,  claims  frequency.  In  other  words, 
one  of  four  shipments  either  had  damage,  lost,  or  some  problem  or 
that  type  with  it. 

Chairwoman  Meyers.  How  do  you  think  the  changes  that  you 
are  suggesting  is  going  to  change  tnat? 

Mr.  Moore.  Essentially,  we  have  taken — Mr.  Mensch  or  Mr. 
Harrison  showed  you  a  corporate  contract.  We  essentially  had 
taken  those  provisions  that  are  in  commonly  used  corporate  con- 
tracts and  incorporated  them  into  our  proposal.  We  have  included 
all  of  those  things  such  as  direct  claims  settlement  which  industry 
would  like  to  have.  We  have  included  full  replacement  value,  liabil- 
ity for  the  carrier,  which  is  common  industry  practice.  In  other 
words,  we  have  taken  those  kinds  of  services  that  the  corporation 
obtains,  the  large  corporations  from  moving  companies,  ana  we  are 
asking  for  that  level  of  service,  and  it  is  a  level  of  service  that  is 
currently  bein^  provided  to  these  corporations  by  the  same  movers 
that  we  are  usmg  today,  and  we  would  like  to  have  that  same  level 
of  service. 

Chairwoman  Meyers.  Thank  you,  Mr.  Moore.  I  would  like  to 
have  some  reaction  from  Mr.  Gremmels  and  Mr.  Mensch  and  Mr. 
Harrison.  I  think  Mr.  Mensch  held  up  a  diagram  and  said  we  can 
perform  all  of  these  services  except  one.  You  might  comment  on 
what  that  one  was  and  why  you  think  that  this  is  a  limitation  on 
small  business  that  is  not  necessarily  going  to  help  with  the  better 
quality  of  life  that  Mr.  Moore  is  seeking. 

Mr.  Mensch.  Let  me  say  that  we  all  want  to  provide  top  level 
service.  I  don't  believe  we  have  any  members  that  don't  want  to 
provide  quality  service. 

We  have  met  the  service  requirements  that  the  military  has  es- 
tablished in  the  past,  and  we  are  prepared  to  meet  what  they  say 
are  their  requirements  except  for  uie  one,  which  happens  to  be  the 
full  replacement  value  liability,  and  what  we  are  now  led  to  believe 
is  $100,000  per  shipment  liability.  There  is  nothing  like  that  in  the 
commercial  market.  If  you  were  to  get  something  like  that,  you 
would  have  to  pay  a  separate  charge.  There  is  no  separate  charge 
in  the  proposal  that  we  have  seen.  Perhaps  that  will  be  changed. 
There  are  companies  out  there,  commercial  corporations,  who  do 
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get  full  replacement  value,  and  Mr.  Harrison  might  comment  more 
on  that  because  it  happens  in  the  domestic  and  not  in  the  inter- 
national arena.  They  pay  separate  for  the  protection,  or  it  is  put 
some  way  into  the  rate  paid  by  the  shipper. 

We  think  that  we  can  meet  their  requirements  without  any  dif- 
ficulty except  for  that  one  item,  and  we  are  prepared  with  intel- 
ligent modifications  of  the  current  program  to  do  so.  We  are  hope- 
ful that  our  meeting  in  October  with  MTMC  or  as  soon  as  we  do 
have  it,that  we  will  be  able  to  resolve  these  issues.  However,  we 
can't  live  very  well  with  winner-take-all  because  that  is  going  to  af- 
fect small  business.  If  you  don't  win  a  channel,  you  are  out  of  busi- 
ness and  that  is  the  end. 

Mr.  Harrison.  I  would  comment  first  on  some  of  the  statistics 
that  Mr.  Moore  indicated  led  them  to  the  reengineering,  and  one 
of  them  was  the  claims  frequency  that  he  talked  about. 

We,  of  course,  have  done  extensive  claim  studies  over  the  years 
and  our  studies  show  that  in  fact  the  claim  frequency  of  military 
shipments,  one  in  four  are  no  different  than  commercial,  whether 
they  be  COD  customers  or  national  account,  large  corporate  cus- 
tomers. The  claims  frequencies  are  nearly  identical,  so  there  is  not 
a  large  disparate  difference  between  the  two;  that  is,  military  hav- 
ing a  worse  frequency  of  claims  than  the  commercial. 

Second,  I  will  tag  on  to  what  Mr.  Mensch  indicated,  that,  yes,  we 
really  believe  that  there  are  some  things  that  could  be  changed  in 
the  MTMC  Program,  and  I  think  at  meetings  we  have  had  in  the 
past  we  have  agreed  on  some.  We  think  that  direct  settlement  of 
claims,  allowing  the  carrier  to  settle  the  claim  directly  with  the 
military  member  as  we  do  in  the  commercial  sector,  we  settle  the 
claim  directly  with  the  customer,  we  think  that  will  save  the  Gov- 
ernment a  ton  of  money  in  terms  of  all  the  people  they  have  that 
simply  do  that  for  a  living  when  really  the  carriers  can  do  it  with 
the  military  member  and  save  a  lot  of  money  as  well  as  introduce 
efficiencies  which  we  think  will  bring  down  the  amounts  of  claims 
that  are  paid. 

We  believe  that  the  quality  of  life  issue  relative  to  trying  to  get 
the  best  moves  possible  for  the  military  is  a  laudable  goal,  and  it 
is  a  goal  we  certainly  want  to  try  to  reach.  You  can  do  that  by  eval- 
uating the  carrier  in  terms  of  his  quality,  not  just  the  rate.  I  think 
MTMC  wants  to  do  the  same  thing.  However,  in  the  past  we  have 
done  it  through  a  large  paper  chase  of  procedures  and  not  really 
evaluating  the  actual  service  that  the  carrier  actually  provides  to 
the  military  member.  So  we  think  we  can  with  the  cooperation  of 
working  with  MTMC  develop  a  simple  evaluation  to  go  to  the  mili- 
tary member  and  sav  how  was  your  move,  was  it  any  good,  and  if 
there  is  a  pattern  of  bad  service  by  a  particular  participant,  then 
that  carrier  participant  should  be  removed  from  the  program. 

We  believe  that  the  institution  of  toll  free  numbers  to  allow  the 
military  member  to  stay  in  contact  with  the  carrier  to  find  out 
where  nis  shipment  is  and  when  it  is  going  to  be  delivered  makes 
sense.  We  do  it  with  our  commercial  customers  and  we  would  sure- 
ly do  it  with  military  customers.  We  think  we  have  some  common 
ground  but  we  also  have  uncommon  ground,  including  this  big, 
green  monster  in  front  of  me  called  the  FAR. 


37 

Chairwoman  Meyers.  Thank  you,  Mr.  Harrison.  Would  you  Hke 
to  react  to  that,  Mr.  Moore?  You  keep  talking  about  you  think  you 
have  common  ground  and,  Mr.  Mensch,  you  mentioned  a  meeting 
in  October 

Mr.  Mensch.  It  is  a  meeting  that  the  Military  Traffic  Manage- 
ment Command  has  told  industry  that  they  will  schedule  to  review 
our  comments  which  we  have  submitted. 

Chairwoman  Meyers.  Mr.  Moore? 

Mr.  Moore.  I  would  like  to  emphasize  that  we  are  continuing 
this  dialogue.  As  I  have  indicated  in  my  statement,  we  have 
changed  our  proposal  three  times  and  the  principal  reason  for 
changing  that  proposal  is  to  ensure  that  everyone  is  provided  an 
adequate  business  opportunity  in  this  program.  We  are  talking 
about  17,000  bidding  opportunities  that  are  provided  in  this  con- 
tract. However,  what  I  would  like  to  emphasize  is  that  we  are  con- 
tinuing this  dialogue. 

The  main  issues  that  industry  has  is  use  of  the  FAR  and  the 
question  of  the  "me  too"  process.  This  is  where  they  can  "me  too" 
tne  rate  that  is  the  low  bidder's  rate.  Those  are  the  principal  issues 
I  think  that  we  have  on  the  table.  Most  of  the  other  issues  pertain- 
ing to  services,  I  agree  with  them  that  we  have  pretty  much 
reached  agreement  on,  and  we  feel  that  we  are  not  as  far  apart  as 
it  might  appear  by  the  testimony  you  are  hearing  today.  We  are 
continuing  to  work  the  proposal. 

We  are  committed  to  a  dialogue.  We  have  absolutely  no  interest 
in  reducing  the  infrastructure  in  this  program.  However,  we  do 
want  to  simplify  this  program.  When  you  look  at  the  FAR  docu- 
ment, yes,  that  is  the  regulation,  but  not  the  size  of  the  document. 
The  document  we  put  out  is  just  a  few  pages  long.  We  are  looking 
at  innovative  ways  to  contract  under  FAR.  There  are  a  lot  of 
changes  going  on  with  the  FAR  and  we  are  trying  to  go  to  a  plain 
English  version  of  our  contract  that  would  mirror  a  commercial 
contract.  So  we  are  making  adjustments  and  are  committed  to  this 
dialogue. 

On  the  question  of  claims,  yes,  there  are  claims  rates  that  have 
been  published  for  both  commercial  and  military.  However,  we 
have  done  our  own  surveys  of  corporate  shippers  and  we  just  re- 
cently completed  one  in  this  area  and  it  shows  a  claims  rate  of 
about  10  percent.  We  think  we  can  cut  that  claims  rate  in  half  We 
think  the  industry  can  do  better.  We  think  that  a  25,  26  percent 
claims  rate  is  way  too  high  and  that  we  can  expect  a  better  type 
of  service. 

We  have  also  found  that  of  the  survey  that  we  have  done,  that 
73  percent  of  the  customers,  the  corporate  shippers,  did  have  full 
replacement  value  insurance  and  that  for  60  percent,  there  was  no 
separate  charge.  It  was  included  in  the  rate. 

Chairwoman  Meyers.  Are  those  statistics  all  in  your  testimony? 

Mr.  Moore.  They  are  not,  but  I  can  provide  them  to  you. 

Chairwoman  Meyers.  I  think  any  information  that  you  can  em- 
ploy to  document,  because  you  do  seem  to  have  some  differences, 
would  be  helpful. 

[The  information  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  I  have  a  couple  of  questions  I  would  like 
to  ask  Jere,  but  before  we  leave  this  topic,  I  want  to  give  my  con- 
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stituent  an  opportunity  for  the  last  word  if  he  would  like  one,  or 
do  you  think  Mr.  Mensch  and  Mr.  Harrison  have  stated  your  posi- 
tion? 

Mr.  Moore.  One  other  thing  on  the  claims  rate,  I  think  the  ques- 
tion of  the  claims  rate  is  simply  a  question  of  what  universe  you 
are  looking  at.  If  you  are  looking  at  all  moves  that  take  place  all 
over  the  country,  yes,  you  might  have  a  26  percent  claims  rate. 
However,  we  believe  that  through  better  management  it  can  be  re- 
duced. That  is  our  objective. 

Mr.  Mensch.  One  comment  on  claims.  We  believe  the  military 
can  reduce  their  claims.  Sixty  percent  of  their  shipments  go  into 
storage  where  the  commercial  corporate  accounts  that  they  sur- 
veyed go  direct  from  residence  to  residence.  It  is  only  handled 
twice.  But  if  you  take  a  military  shipment  and  put  60  percent  of 
them  into  storage,  you  are  handling  it  at  least  four  times.  That 
gives  you  double  tne  exposure  for  loss  and  damage.  That  is  one  of 
the  reasons  why  there  is  a  high  frequency  of  military  claims.  We 
don't  like  the  high  claims  frequency  either  but  that  is  the  primary 
cause. 

Mr.  Gremmels.  I  would  like  to  say  that  as  a  company  I  reallv 
agree  with  the  position  of  our  associations  in  that  we  really  think 
we  can  provide  all  the  service  improvements  that  the  military  has 
stated  they  want  that  would  be  identified  with  commercial  business 
practice.  The^  have  a  couple  of  ideas  that  do  vary  from  that  which 
are  not  realistic,  I  think,  but  we  want  to  satisfy  our  customer. 
However,  we  do  not  want  to  do  it  under  a  winner- take-all  concept 
which  will  put  my  company  out  of  business  and  many  small  compa- 
nies that  have  serviced  the  military  for  years. 

Chairwoman  Meyers.  Can  you  do  this  without  the  winner-take- 
all  concept  being  involved? 

Mr.  Moore.  I  think  the  winner-take-all  description  of  this  pro- 
posal is  incorrect  and  misleading  at  best.  We  are  talking  about  ap- 
proximately 84  channels  per  installation  that  the  DOD  operates. 
That  is  about  206  installations,  about  17,000  channels.  Yes,  we  are 
talking  about  one  winner  on  each  channel,  but  at  each  installation 
you  have  84  separate  channels  that  are  bid  out  plus  alternates  on 
the  larger  channels.  So  I  think  to  describe  it  as  a  winner-take-all 
is  simply  incorrect.  The  only  winner-take-all  is  on  a  channel,  one 
of  17,000  that  if  you  are  the  low  bidder  on  that  channel  then  you 
are  entitled  to  that  traffic  plus  the  subcontracting  requirement. 

We  intend  to  require  specific  subcontractor  requirements  for 
small  business.  If  a  large  carrier  wins  that  channel,  then  he  will 
have  to  submit  a  subcontracting  plan  that  will  specify  who  he  is 
going  to  subcontract  with,  how  much  of  the  traffic  is  going  to  be 
distributed,  and  that  will  be  a  bid  evaluation  factor  in  making  the 
awards. 

Chairwoman  Meyers.  Mr.  Moore,  the  way  I  have  read  about 
this,  the  way  that  the  program  functions  now  and  the  way  it  will 
function  in  the  future,  it  does  sound  like  a  winner-take-all  concept 
to  me. 

We  have  another  vote.  I  would  like  to  ask  Mr.  Harrison  to  make 
a  quick  comment  and  then  I  do  have  some  questions  of  Jere. 

Mr.  Harrison.  A  quick  comment  maybe  to  bring  this  to  a  sim- 
pler level.  Out  of  Fort  Belvoir,  which  is  an  installation  that  rep- 
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resents  this  whole  metropolitan  area,  there  are  10,000  or  12,000 
household  goods  shipments  moved  out  of  those  every  year.  The  way 
the  channel  works  toda^,  as  well  as  under  the  MTMC 
reengineering,  you  have  it  from  Fort  Belvoir  to  every  State,  so  you 
have  50  bids.  So  you  could  have  a  potential  under  the  MTMC 
reengineering,  50  carriers  who  could  possibly  have  each  of  the  indi- 
vidual channels  from  Fort  Belvoir  to  Wyoming  or  another  State. 

Currently,  there  are  nearly  300  carriers  that  service  the  Fort 
Belvoir  area  here  that  provide  service  for  the  12,000  moves  I  am 
talking  about.  Under  their  concept,  even  if  you  say  there  will  be 
an  individual  winner  on  each  channel,  that  is  50  carriers,  so  you 
have  gone  from  almost  300  down  to  50.  Realisticallv,  you  are  not 
going  to  have  50  winners.  You  are  probably  going  to  have  more  like 
10  or  12  winners.  If  that  isn't  cutting  folks  out  from  the  business, 
I  don't  know  what  is. 

Chairwoman  Meyers.  Mr.  Glover,  I  would  like  to  ask  a  question 
of  you.  Could  you  comment  on  the  various  letters  that  Mr.  Beres 
from  GSA  mentioned  that  you  had  sent  his  agency  concerning  the 
GSA  proposal?  We  had  questions  from  both  Mr.  Skelton  and  Mr. 
LaFalce  about  that. 

Mr.  Glover.  We  sent  a  letter  to  DOD  raising  concerns  that  the 
last  Congress,  under  section  202  of  the  DOD  reauthorization  bill, 
specifically  addressed  the  contract  bundling  issue.  We  thought  we 
had  taken  some  nice  strides  to  fix  the  problem,  and  we  raised  con- 
cerns that  what  DOD  was  doing  was  inappropriate  under  the  law. 
They  withdrew  that  solicitation  and  went  to  the  GSA  and  said, 
GSA,  why  don't  ^ou  be  our  agent  on  this. 

Our  concern  is  that  the  defense  authorization  doesn't  apply  to 
GSA,  so  they  are  indirectly  circumventing  the  legislation  that  Mr. 
Skelton  in  particular  had  supported  in  the  last  Congress.  'IT^ev  are 
doing  something  that  they  couldn't  do  in  their  own  right.  ^  we 
raised  the  question  whether  the  spirit  of  the  law  is  being  violated. 
We  have  not  done  an  exhaustive  legal  analysis  to  say  what  they 
are  doing  is  illegal  but  we  have  raised  the  question  should  they  do 
indirectly  what  they  couldn't  do  directly,  and  that  was  the  situa- 
tion. 

The  letter  we  wrote  to  them  explaining  their  concerns  at  some 
length,  we  have  a  short  response  back  after  a  couple  of  phone  calls 
that  basically  just  said,  we  are  going  to  amend  it  and  make  it  bet- 
ter. But  we  d,id  not  have  a  specific  issue-by-issue  response,  nor 
have  we  seen  the  amendment. 

Chairwoman  Meyers.  Well,  I  think  I  am  going  to  conclude  the 
hearing  at  this  point  because  we  have  a  quorum  call  followed  by 
a  vote  and  I  hate  to  make  all  of  you  sit  for  another  20  minutes. 
It  has  been  a  long  afternoon.  It  has  been  a  very  productive  after- 
noon as  far  as  I  am  concerned.  I  have  learned  a  lot  and  I  am  hop- 
ing that  there  will  be  some  meeting  of  the  minds  here.  I  know  that 
this  committee  is  going  to  follow  this  issue  very  carefully. 

I  would  like  to  ask  Mr.  Glover  if  he  would  m  writing  respond  to 
me  about  the  1  percent  charge  proposal  in  the  GSA  proposal,  and 
because  I  know  that  there  was  a  4  percent  charge  involved  in  a 
very  similar  provision  involving  truckers  in  the  country  that  a 
g^eat  many  of  the  trucking  firms  were  very  concerned  about.  I 
would  like  your  comments  mechanically  on  how  that  works,  and 
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with  that,  I  will  adjourn  the  hearing.  I  wish  we  could  stay  for  an- 
other hour. 

[The  information  may  be  found  in  the  appendix.] 

Chairwoman  Meyers.  Mr.  Moore? 

Mr.  Moore.  I  might  make  one  comment  on  the  issue  of  the 
CRAF  Program.  The  forwarder  does  not  have  to  belong  to  CRAF. 
He  only  has  to  use  aircraft  that  belong  to  CRAF  members.  The  for- 
warder himself  does  not  have  to  be  a  CRAF  member.  He  has  to  use 
aircraft  that  belong  to  carriers  that  are  part  of  CRAF,  and  by  far 
the  majority  of  carriers  are  part  of  CRAF. 

Chairwoman  Meyers.  All  right.  We  will  get  a  response  on  that 
from  the  individuals  involved. 

I  would  like  to  say  that  all  Members  will  have  an  opportunity  to 
submit  an  opening  statement  and  to  submit  questions  in  writing  if 
they  feel  the  need.  Thank  you  very  much.  The  hearing  is  ad- 
journed. 

[The  information  may  be  found  in  the  appendix.] 

[Whereupon,  at  5:17  p.m.,  the  committee  was  adjourned,  subject 
to  the  call  of  the  Chair.] 
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STATEMENT  OF  FLOYD  H.  FLAKE  BEFORE  THE  COMMITTEE  ON  SMALL 

BUSINESS 
OCTOBER  II,  1995 

I  thank  you.  Chairwoman  Meyers,  for  convening  this  important  hearing  on  the  effect  that 

federal  government  contract  bundling  has  upon  small  businesses.  I  am  grateful  for  the 

opportunity  to  explore  both  the  air-freight-forwarding  and  household-goods-forwarding 

industry  in  an  effort  to  better  understand  how  small  businesses  will  fare  imder  these  new 

procurement  procedures.  As  you  are  aware,  small  businesses  do  play  an  important  role  in 

much  of  the  federal  government's  business.  The  issue  of  contract  bundling  forces  us  to 

examine  our  commitment  to  small  business  opportunity,  issues  of  government  efficiency 

and  the  value  of  a  competitive  bidding  process.  We  are  presented  today  with  the  rare 

opportunity  to  examine  how  each  of  these  goals  interplay  in  our  government's 

procurement  process.  Thus,  we  are  challenged  to  take  an  honest  look  at  the  role  that 

small  business  has  played  historically  in  the  government  procurement  process,  identify 

ways  to  ensure  that  small  business  can  meet  the  new  procurement  standards  and 

determine  the  most  competitive  and  cost-effective  alternative.  With  that  said,  I  would  like 

to  welcome  the  expert  witnesses  to  this  hearing  and  look  forward  to  hearing  the  testimony 

that  is  before  us  today. 
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Opening  Statement  of 

Honorable  John  J.  LaFalce 

Committee  on  Small  Business 

October  11,  1995 
Hearing  on  Contract  Bundling 


Thank  you.  Madam  Chairman,  for  calling  this  important  hearing  today. 

The  problem  of  contract  bundling  in  federal  procurement  is  not  a  new  one,  but  it  is  one 
we  usually  do  not  hear  much  about.  Rarely  does  the  issue  get  the  kind  of  organized  opposition 
that  the  air  freight  forwarding  and  household  goods  forwarding  industries  have  brought  to  bear 
on  two  solicitations  that  threaten  the  survival  of  small  businesses  engaged  in  these  lines  of  work. 

One  of  the  people  who  has  done  a  formidable  job  in  drawing  attention  to  this  issue  and 
who  will  be  testifying  before  us  today  is  Mr.  Chris  Alf,  a  friend  of  mine  from  Buffalo,  New 
York,  and  president  of  National  Air  Cargo.  Chris  has  expended  an  enormous  amount  of  time  and 
energy  talking  to  people  in  the  federal  government  about  the  flaws  in  the  General  Services 
Administration's  air  freight  forwarding  proposal,  about  its  serious  negative  effects  on  small 
businesses  like  his,  about  the  subsequent  loss  of  jobs  to  untold  numbers  of  employees  when  these 
small  firms  face  downsizing  or  closing,  and  about  the  poorer  air  freight  service  the  government 
will  receive  if  this  unmanageable  and  -  if  history  is  any  guide  -  non-performable  contract  goes 
through. 

Another  of  today's  wimesses,  Jere  Glover,  the  head  of  the  Small  Business 
Adininistration's  Office  of  Advocacy,  is  also  to  be  commended  for  the  work  he  and  his  staff  have 
done  to  oppose  these  solicitations  on  behalf  of  the  small  business  community.  They  have 
represented  to  the  GSA  that  contract  bundling  is  opposed  by  the  Congress  and  is  a  violation  of 
law.  They  have  noted  that  contract  bundling  reduces  competition  and  leads  to  higher  government 
costs  in  the  long  run. 
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Despite  all  of  this,  GSA  still  contends  apparently  that  the  air  freight  contract  does  not 
constitute  bundling  and  that  small  businesses  are  afforded  procurement  opportunities  under  this 
solicitation.  GSA  and  the  Military  Traffic  Management  Command  further  contend  that  contracts 
such  as  theirs  leverage  the  government's  buying  power  for  better  prices  and  service  and  reduces 
administrative  overhead. 

I  am  not  persuaded  that  one  can  aggregate  something  so  disparate  as  the  freight  shipping 
needs  of  the  government,  so  1  look  forward  to  hearing  Mr.  Beres'  and  Mr.  Moore's  testimony 
supporting  GSA's  and  MTMC's  positions. 

Thank  you,  Madam  Chair. 
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Statement  of  Rep.  Jan  Meyers  (R-KANSAS) 

Chair 

Committee  on  Small  Business 

U.S.  House  of  Representatives 

October  11,  1995 

"Contract  Bundling:  How  Can  Small  Business  Compete?" 

Good  afternoon.  The  Committee  will  come  to  order. 

Our  hearing  today  will  focus  on  Federal  contract  bundling  and 
its  effect  on  small  business.  As  many  of  you  will  recall,  the 
significance  of  this  issue  was  emphasized  by  the  delegates  to  the  1995 
White  House  Conference  on  Small  Business.  Broadly  defined, 
contract  bundling  is  the  practice  of  consolidating  government 
contracts  by  limiting  access  and  the  opportunity  to  compete  in  the 
procurement  process. 

This  Committee  has  addressed  this  issue  in  the  past,  although 
from  a  broader  perspective.  Today  we  continue  our  oversight 
responsibilities  by  focusing  on  two  specific  industries  faced  with 
proposals  to  bundle  Federal  procurement  contracts.  Our  specific 
interest  this  afternoon  is  to  examine  governmental  efforts  to  increase 
efficiency,  while  at  the  same  time  evaluating  the  effects  that  these 
efforts  may  have  on  small  business. 

The  first  industry  we  will  consider  is  the  air-freight-forwarding 
industry,  which  performs  the  vital  service  of  shipping  heavy  cargo  for 


45 


government  agencies.  It  is  not  surprising  that  the  vast  majority  of  this 
industry's  business  is  with  the  Department  of  Defense.  Under  the 
current  procedures,  any  air-freight-forwarding  company  wishing  to  do 
business  with  the  Federal  government  generally  submits  a  bid  to  the 
government  agency  needing  heavy  air-freight  services.  As  a  result, 
free  and  open  competition  characterizes  this  system. 

Under  a  new  proposal  by  the  General  Services  Administration, 
any  private  air-freight-forwarding  company  may  bid  on  a  contract 
provided  that  the  company  can  meet  a  number  of  stringent 
requirements.  One  of  our  principal  concerns  with  this  proposal  is 
whether  it  will  force  small  businesses  in  this  industry  out  of  business 
by  requiring  them  to  demonstrate  impossibly  high  levels  of  past 
performance  in  order  to  be  awarded  government  contracts. 

The  second  industry  that  we  will  examine  today  is  the 
household-goods-shipping  industry.  This  industry  is  responsible  for 
moving  the  personal  belongings  of  thousands  of  military  personnel 
and  their  families  between  domestic  and  international  military 
installations  every  year.  Under  the  current  procedures,  any  private 
household-goods-shipper  can  bid  on  any  channel  or  route  between 
military  installations  every  six  months.  While  the  lowest  bidder  wins 
on  each  route,  there  is  usually  far  too  much  traffic  for  any  one 
company  to  handle.  Therefore,  a  second  round  of  rate  filings  are 
permitted  and  companies  are  allowed  to  exercise  a  "me-too" 
provision,  which  allows  companies  who  lost  the  original  bid  to  handle 
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excess  traffic  at  the  original  winner's  low  rate.  This  ensures  open 
competition  for  small  business,  and  enables  the  government  to  handle 
excess  capacity  at  the  lowest  possible  cost  to  the  taxpayer. 

Under  a  new  proposal  by  the  Military  Traffic  Management 
Command,  each  channel  or  route  would  be  bid  on  every  2  years  with 
three  renewal  options  on  a  winner-take-all  system.  Thus,  a  single 
company  wins  the  route  for  up  to  five  years,  and  the  pool  of 
companies  who  today  handle  excess  capacity  would  be  eliminated.  In 
addition,  this  new  proposal  would  also  reverse  the  current  exemption 
from  the  Federal  Acquisition  Regulations  (FAR)  for  household- 
goods-shipping  contracts.  As  many  of  us  know,  the  FAR  is  a 
complex  series  of  regulations  and  specifications  and  is  currently 
subject  to  a  major  overhaul  program.  I  am  very  concerned  that  this 
proposal  may  force  small  businesses  in  this  industry  out  of  business 
by  moving  to  a  "wirmer-take-all"  bidding  system.  In  addition,  unless 
the  FAR  is  substantially  modified,  small  business  will  be  subjected  to 
costly  and  unnecessary  administrative  burdens  under  this  proposal. 

While  it  is  important  to  examine  these  two  specific  procurement 
proposals,  we  must  keep  in  mind  that  contract  bundling  has 
increasingly  become  a  government-wide  trend.  When  inappropriately 
applied,  contract  bundling  can  have  devastating  effects  on  small 
business  and  can  uhimately  reverse  the  benefits  to  the  government  by 
eliminating  competition. 
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It  is  my  hope  this  morning  that  we  can  engage  the  government 
and  the  small  business  witnesses  on  both  of  these  issues  in  an  open 
and  constructive  dialogue.  In  this  vein,  we  should  applaud  the 
benefits,  identify  the  problems,  and  move  to  an  equitable  resolution  of 
the  differences  that  exist  on  these  issues.  The  government's  goal  of 
cost  efficiency  is  a  laudable  one,  yet  it  cannot  be  accomplished  solely 
at  the  expense  of  those  small  businesses  that  contribute  so  greatly  to 
America's  economic  growth  and  to  the  employment  of  our  citizens. 
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Madam  Chairman,  thank  you  for  holding  this  hearing  today  to 
examine  the  impact  of  contract  bundling  on  the  small  business 
sector.   The  issue  of  contract  bundling  has  raised  bipartisan 
concern  for  many  years.   In  spite  of  this  committee's  past 
efforts,  in  the  form  of  both  legislation  and  oversight,  contract 
bundling  continues  to  be  a  problem  for  the  small  business 
community. 


In  1990,  my  good  friend  and  our  former  colleague. 
Congressman  Silvio  Conte,  introduced  H.R.  2274,  the  "Small 
Business  Protection  Act".   I  was  an  original  cosponsor  of  that 
legislation  and  also  had  the  honor  of  chairing  the  House  Small 
Business  Subcommittee  on  Procurement,  Tourism,  and  Rural 
Development,  which  held  hearings  on  the  bill.   As  a  matter  of 
fact,  this  legislation  eventually  was  included  as  section  208  of 
Public  Law  101-574,  the  "Small  Business  Administration 
Reauthorization  and  Amendments  Act  of  1990". 

The  Small  Business  Protection  Act  codified  existing  language 
of  the  Federal  Acquisition  Regulations  which  requires  a 
contracting  officer  to  make  sure  that  contacts,  where  possible, 
are  broken  up  so  thac  small  businesses  may  compete  for  them.   The 
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bill's  purpose  was  to  make  sure  that  agencies  attempting  to 
consolidate  contracts  are  aware  that  they  are  reducing 
competition  and  perhaps  denying  small  business  the  opportunity  to 
bid.   The  contracting  agent  would  have  to  consider  whether  a 
small  business  could  or  should  do  the  work.   If  that  agent 
concludes  that  the  consolidated  contract  is  the  most  reasonable 
choice,  this  decision  is  reviewed  by  a  Small  Business  Procurement 
Center  Representative,  who  has  the  opportunity  to  point  out  why 
the  conclusion  is  false. 

Much  has  been  made  of  assumed  reductions  in  administrative 
and  overhead  expenses  achieved  through  contract  consolidation. 
It  is  unclear  to  me  that  this  is  true  in  every  case.   In  fact,  it 
would  seem  that  a  series  of  small  contracts,  each  solicited  and 
fully  competed,  would  save  money  when  compared  to  one  large 
contract  based  on  a  limited  competition  that  excludes  small 
businesses.   In  the  past,  this  committee  has  found  that  bundled 
contracts  have  turned  what  were  primarily  small  business  prime 
contractors  into  subcontractors  --  performing  the  same  work,  but 
under  less  favorable  conditions. 

Madam  Chairman,  I  look  forward  to  today's  testimony  and  hope 
that  we  have  the  opportunity  to  learn  whether  federal  agencies 
are  complying  with  the  provisions  of  Public  Law  101-574  to  do  all 
that  is  possible  to  be  both  fiscally  responsible  and  responsive 
to  the  legitimate  concerns  of  small  business. 
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Good  afternoon,  Chairwoman  Meyers  and  members  of  the  Small  Business 
Committee.  National  Air  Cargo  is  a  small  business  engaged  in  the  air  freight  industry 
with  a  history  of  providing  quality  heavyweight  air  freight  services  to  the  federal 
government,  as  well  as  to  the  private  sector. 

I  would  like  to  thank  you  for  allowing  me  to  appear  before  the  Committee  and 
to  tesufy  regarding  the  GSA  RFP#  FCXS-T  3-95(X)01-N.  This  is  the  GSA's  attempt  to 
bundle  virtually  all  of  the  government's  air  freight  into  one  giant  contract;  a  contract 
bigger  than  any  airfreight  contract  in  the  world.  By  GSA's  own  estimates,  this  five 
year  contract  would  exceed  1/2  billion  dollars.  I  estimate  the  contract  can  potentially 
exceed  one  billion  dollars. 

In  particular,  I  would  like  to  address  three  issues.  First,  I  will  comment  on  lies 
told  by  GSA  in  response  to  inquiries  by  Members  of  Congress  regarding  this 
Solicitation.  I  will  then  discuss  the  "contract  bundling"  nature  of  this  Solicitation,  a 
practice  that  is  prohibited  by  current  law  as  well  as  Department  of  Defense 
Regulations.  Finally,  I  will  discuss  the  potentially  devastating  effects  of  this 
Solicitation  on  small  businesses  like  mine. 

I  want  to  stress  that  I  am  nol  before  you  requesting  special  treatment  or  set- 
asides  for  small  businesses  like  mine.  On  the  contrary,  I  am  before  you  requesting  that 
small  businesses  have  an  opportunity  to  compete  for  the  U.S.  Government  air  freight 
business  through  the  free  and  open  competitive  process  currently  in  place.  This  GSA 
Solicitation  disposes  of  the  free  and  competitive  process  and  creates  a  set-aside  for  one 
big  business.    The  current  system  which  allows  small  and  big  business  to  compete 
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head-to-head  for  each  air  freight  shipment  works  in  the  best  interest  of  the  government 
as  well  as  the  private  sector. 

Before  I  discuss  this  Solicitation,  I  would  like  to  bring  to  the  Committee's 
attention  the  history  of  this  program.   It  is  significant  that  just  last  year  the  Military 
Traffic  Management  Command,  an  agency  that  specializes  in  the  transport  of  military 
cargo,  announced  a  program  to  "bundle"  Navy  and  Defense  Logistics  Agency  Depots 
heavyweight  air  cargo  into  one  large  contract  and  award  it  to  one  company.   National 
Air  Cargo  along  with  others  in  my  industry,  the  Air  Forwarders  Association  and  the 
Small  Business  Office  of  Advocacy,  strongly  objected  to  this  process.  We  advised  the 
Military  Traffic  Management  Command  that  heavy  weight  air  freight  does  not  fit  into  a 
one-size-fits-all  government  contract  approach  and  that  the  materials  involved  are 
always  critical  (often  involving  repair  parts)  and  cannot  be  delayed  for  any  reason. 
When  shipments  are  delayed,  aircraft  sit  on  the  tarmac,  ships  and  submarines  don't  set 
to  sea,  and  troops  being  activated  will  be  forced  to  wait  for  important  supplies  such  as 
chemical  warfare  suits.  Most  of  all,  heavyweight  air  freight  best  serves  the  needs  of  its 
customers  under  a  decentralized,  fair,  free,  and  open  competitive  system  that  provides 
local  transportation  officers  the  required  flexibility  to  achieve  best-price  and  on-time 
delivery. 

Over  these  strong  objections,  the  contract  was  awarded.   As  we  predicted,  the 
one-size-fits-all  approach  was  a  complete  disaster.  Over  90%  of  the  shipments  arrived 
late,  sometimes  weeks  late,  or  not  delivered  at  all.   Millions  of  dollars  of  military 
freight  was  lost.   As  in  the  proposed  GSA  contract,  the  Military  Traffic  Management 
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Command  contract  was  so  large  it  became  unresponsive.  In  spite  of  all  these  problems, 
local  transportation  officers  were  forced  to  use  the  troubled  carrier.  It  took  three 
months  for  the  Miliary  Traffic  Management  Command  to  terminate  the  contract.   Now, 
one  year  later,  GSA  again  proposes  to  use  the  same  failed  approach  to  heavyweight  air 
freight  and  implement  it  on  a  vastly  larger  scale  encompassing  virtually  all  U.S. 
Government  agencies.  A  program  which  was  a  total  failure  in  both  cost  and  service  at 
a  subset  of  one  federal  agency,  is  now  proposed  for  effectively  the  entire  federal 
government.  The  U.S.  Government,  the  small  business  community,  the  American 
taxpayers  and,  more  importantly,  the  soldiers  in  the  field  cannot  afford  such  an  ill- 
advised  experiment  again. 

This  is  particularly  relevant  because  the  entire  financial  scope  of  this  Solicitation 
cannot  be  reasonably  projected  by  either  GSA  or  any  other  government  agency.  This  is 
a  time  when  the  American  public  as  well  as  Members  of  this  Congress  are  all  calling 
for  a  smaller,  decentralized  and  more  efficient  government.  The  General  Services 
Administration,  however,  proposes  to  effectively  eliminate  all  small  companies  from 
any  competition  for  U.S.  Government  overnight  air  freight  business.  In  fact,  the  GSA 
Solicitation  in  question  ensures  that  small  companies  which  are  now  engaged  in 
competing  for  U.S.  Government  next  day  and  2nd  day  delivery  heavyweight  air  freight 
will,  without  a  doubt,  face  severe  economic  hardship.  Moreover,  this  program 
threatens  to  jeopardize  national  security  by  eliminating  the  network  of  air  freight 
forwarders  now  operating  in  commerce. 
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I.  MISLEADING  ASSERTIONS  BY  GSA  TO  MEMBERS  OF  CONGRESS 

When  I  became  aware  of  the  consequences  of  the  GSA  Solicitation,  I  turned  to 
this  body  for  assistance  and  contacted  Members  of  Congress  in  whose  District  my 
company  has  employees  and  operations.  In  response  to  their  inquiries,  GSA  has  sent  to 
each  Member  a  letter  that  clearly  failed  to  address  any  of  the  concerns  of  the  small 
business  community.  Most  importantly,  it  did  not  address  the  fact  that  small  businesses 
currently  providing  valuable  service  to  the  U.S.  Government  will  be  prevented  from 
competing  for  the  same  business  in  the  future. 

Furthermore,  the  letter  sent  by  GSA  to  Members  of  Congress  included  many 
assertions  that  were  misleading  and  simply  not  accurate.  They  include: 

A.  GSA  stated  that  the  Small  Business  Administration  approved  the 
determination  that  the  Solicitation  should  not  be  set-aside  for  small  businesses.  In  fact, 
SBA,  fully  aware  of  the  important  role  of  small  businesses  in  the  American  economy, 
strongly  objected  to  the  failed  previous  MTMC/DLA  guaranteed  traffic  agreement  and 
has  continued  to  have  serious  concerns  concerning  this  Solicitation  through  its  Office  of 
Advocacy.  GSA  has  been  advised  of  these  concerns  by  the  Office  of  Advocacy,  which 
also  agrees  with  the  general  concerns  I  have  with  the  GSA  Solicitation. 

B.  GSA  stated  that  ample  opportunities  still  exist  for  small  companies  to 
compete  for  the  U.S.  Government's  business  and  that  this  Solicitation  is  not  as 
encompassing  as  the  previous  failed  DLA  guaranteed  traffic  agreement.  In  fact,  all  of 
the  air  freight  generated  by  some  67  U.S.  Government  Agencies,  including  at  least  10 
Cabinet  level  departments,  are  covered  by  this  massive  Solicitation.   Most  importantly. 
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the  Department  of  Defense,  which  accounts  for  the  majority  of  the  U.S.  Government 
heavyweight  air  freight  cargo,  is  included  in  the  Solicitation.  Precious  little  U.S. 
Government  cargo  is  left  available  for  small  companies  like  mine. 

II.         "CONTRACT  BUNDLING"  NATURE  OF  THIS  SOLICITATION 

What  has  to  be  made  clear  is  that  this  GSA  Solicitation  will  fold  multiple  small 
solicitations  into  a  single  government  contractual  agreement.  This  massive  contract 
will  result  in  granting  one  carrier  exclusive  rights  for  handling  all  traffic  requests  of  the 
Department  of  Defense,  as  well  as  those  of  66  other  U.S.  Government  Agencies  and 
Cabinet  Departments.  These  agencies  will  no  longer  be  able  to  assess  their  individual 
needs  and  use  the  most  appropriate  and  efficient  air  freight  carrier  to  ensure  military 
repair  parts  arrive  on  time. 

Section  847  of  the  National  Defense  Authorization  Act  for  1994  (Public  Law 
103-160)  directs  the  Secretary  of  Defense  and  the  Comptroller  General  to  develop  ways 
to  increase  participation  of  small  and  small  disadvantaged  firms  in  Department  of 
Defense  procurements.  This  legislation  strongly  discourages  "contract  bundling"  and 
defines  it  as  follows: 

"[A]  consolidation  of  two  or  more  procurement  requirements  of  the 
types  that  were  previously  solicited  and  awarded  as  separate  smaller  contracts 
into  a  single  large  contract  solicitation  likely  to  be  unsuitable  for  award  to  a 
small  business  due  to  the  following  factors: 

the  diversity  and  size  of  the  elements  of  performance; 
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the  aggregate  dollar  value  of  the  anticipated  award 
the  geographical  dispersion  of  the  contract  performance  sites;  or 
any  combination  of  the  preceding  three  factors." 
This  Solicitation  clearly  falls  within  this  statutory  definition  of  contract  bundling 
and  appears  to  me  to  be  in  direct  contravention  of  the  government's  overall  policy  of 
promoting    competition    and    maximizing    utilization    of    small    firms    in    federal 
procurements.     Moreover,  this  Solicitation  clearly  contravenes  the  specific  written 
intent  of  Congress  to  promote,  rather  than  stifle  contract  opportunities  for  small  firms. 
General  Services  Administration  should  not  be  allowed  to  bypass  Congress  with  this 
contract  and  implement  a  system  that  is  so  clearly  contrary  to  Congressional  policy  and 
federal    legislation.        It    also    disregards    a    specific    recommendation    of    this 
administration's  White  House  Conference  on  Small  Business,  recommendation  number 
360  (c).  This  recommendation  strives  to  increase  federal  procurement  opportunities  for 
small  business.   It  specifically  states: 

INCREASE  PROCUREMENT  OPPORTUNITIES:  Increase  the 
opportunities  for  all  small  businesses  to  equitably  participate  in  federal 
procurement.   Require  that: 

c)  Competition  not  be  stifled  by  permitting  federal  agencies 
to  "bundle"  contract  requirements  beyond  the  reach  and 
capability  of  many  small  firms. 
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III.       EFFECTS  OF  THIS  SOLICITATION  ON  SMALL  BUSINESS 

The  all-encompassing  nature  and  scope  of  this  Solicitation  will,  without  a  doubt, 
result  in  grievous  and  serious  harm  to  the  U.S.  small  business  air  freight  operations. 
Small  businesses  like  mine  are  by  their  very  nature  highly  responsive  to  the  overnight 
and  2nd  day  heavyweight  air  freight  shipping  requirements  of  government  agencies.  I 
know  for  a  fact  that  my  company  certainly  is.  Once  these  small  businesses  are  gone, 
the  efficiencies  created  by  the  competition  among  them  will  be  eliminated.  GSA 
should  focus  on  programs  that  best  service  the  taxpayers  by  including,  not  excluding, 
small  businesses. 

Small  businesses  in  our  industry,  as  well  as  nationwide,  represent  a  critical  and 
very  important  sector  of  our  economy.  Small  firms  employ  almost  60%  of  the  work 
force.  In  these  days  of  massive  lay-offs  by  some  of  the  largest  American  corporations, 
small  firms  are  responsible  for  creating  most  of  the  new  jobs.  It  is  in  the  national 
interest  to  promote  economic  recovery  and  competition  among  our  nation's  businesses. 

This  GSA  Solicitation,  however,  does  not  further  these  goals  and  instead  creates 
insurmountable  barriers  that  will  force  more  and  more  small  companies  like  mine  out 
of  business.  I  would  like  to  highlight  some  of  the  requirements  of  this  Solicitation  that 
most  effectively  illustrate  this  point. 

A.  This  Solicitation  requires  that  an  offeror  agrees  to  participate  and/or  agrees 
to  increase  current  participation  in  the  Civil  Reserve  Air  Fleet  (CRAF)  Program. 
Small  business  air  freight  operators,   by  their  very  nature,   do  not  own  aircraft. 
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Therefore,  no  small  business  will  be  able  to  comply  with  this  requirement.  Moreover, 
many  overnight  shipments,  while  labeled  "air  freight"  are,  in  fact,  shipped  by  truck, 
which  is  often  the  least  expensive  and  most  efficient  mode  of  transport.  This  provision 
of  the  Solicitation  forces  the  movement  of  some  of  this  cargo  from  the  most  efficient 
means  (by  truck)  to  CRAF  aircraft.  This  means  higher  costs  to  the  Government. 

B.  This  Solicitation  requires  that  an  offeror  have  past  experience  with  three 
large  national  corporate  and/or  government  clients.  Each  large  client  is  defmed  as 
having  in  excess  of  250,000  shipments  per  year.  If  an  offeror  had  only  three  clients  of 
this  magnitude  and  the  carrier  did  not  do  business  with  anyone  else  other  than  these 
three,  the  offeror  would  have  revenue  in  excess  of  $110,000,000.00  annually. 
Requirements  such  as  this  preclude  small  companies  from  competing  for  U.S. 
Government  business.  By  definition,  any  business  that  can  meet  these  requirements  is 
not  a  small  business.  Thus,  all  small,  and  most  large  businesses  are  excluded  from  the 
contract. 

C.  This  Solicitation  applies  to  shipments  in  excess  of  150  pounds  ia-  wdght. 
Small  air  freight  companies  are  particularly  active  in  the  heavyweight  air  freight 
segment  of  the  air  freight  industry  due  to  the  complexity  and  high  service  levels 
required  for  this  type  of  freight.  Including  larger  and  heavier  shipments  in  this 
Solicitation  prevents  small  companies  from  competition  for  business  in  the  segment  of 
the  industry  in  which  they  are  particularly  active  and  most  competitive.  Airforwarders 
like  myself  do  not  compete  for  shipments  under  150  pounds.  General  Services 
Administration  could  still  allow  the  small  business  heavyweight  air  freight  firms  access 


59 

to  compete  in  the  government  procurement  process  by  limiting  the  terms  of  this 
Solicitation  to  packages  under  150  pounds.  The  small  heavyweight  air  freight 
companies  would  have  a  chance  to  continue  to  operate.  Under  the  current  terms  of  this 
Solicitation,  this  is  simply  not  the  case. 

D.  This  Solicitation  requires  that  offerors  have  two  years  experience  managing 
projects  comparable  to  the  pending  contract.  Again,  by  definition,  a  company  with 
experience  in  managing  a  contract  of  this  size  would  not  be  a  small  business  and  any 
business  that  can  meet  this  requirement  is  not  a  small  business.  Thus,  small  businesses 
are,  once  again,  excluded  from  the  contract. 

Understandably,  small  air  freight  companies  like  mine  are  seriously  concerned 
with  this  Solicitation.  Far  too  many  procurement  changes  are  occurring  much  too 
quickly  and  without  any  understanding  of  their  impact,  particularly  on  the  small 
business  community. 

The  goals  of  promoting  competition,  increasing  efficiency,  and  developing 
small  business  are  being  abandoned  in  this  GSA  Solicitation  in  favor  of  huge  and 
incredibly  more  complex  administrative  processes;  while  it  is  difficult  to  point  to  any 
winners  except  for  the  GSA.  This  Solicitation  creates  plenty  of  losers  -  small 
buinsesses  and  their  thousands  of  employees. 

GSA  maintains  that  this  Solicitation  will  make  the  procurement  process  more 
efficient  for  the  agencies  which  it  covers.  It  is  significant  that  GSA  proposes  to  charge 
all  these  agencies  a  fee  on  all  air  freight  cargo  covered  by  this  Solicitation  under  its 
Industrial  Funding  Program.     This  will  result  in  the  shifting  of  Congressionally 
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authorized  funds  from  numerous  federal  agencies  to  the  General  Services 
Administration,  thereby  bypassing  the  Congressional  budgetary  process.  Clearly,  GSA 
stands  to  increase  its  budget  if  this  Solicitation  is  implemented.  At  the  very  least,  this 
fact  creates  a  strong  appearance  of  conflict  of  interest,  and  calls  GSA's  support  for  the 
merits  of  this  Solicitation  into  question.  GSA  argues  in  favor  of  its  Solicitation, 
asserting  that  it  is  in  the  best  interest  of  the  federal  agencies  it  covers,  while,  in  fact,  it 
will  directly  benefit  GSA  with  taxpayer  dollars  earmarked  by  Congress  for  other 
agencies.  The  bottom  line  is  that  the  reason  why  GSA  is  initiating  this  contract  is  to 
make  more  money  and  increase  the  size  of  GSA. 

Enclosed  in  Attachment  One  is  an  item  by  item  synopsis  of  the  problems 
inherent  in  this  contract.  My  comments  are  explained  in  greater  detail. 

Companies  like  mine  are  not  asking  for  preferential  treatment.  All  that  I  am 
asking  for  is  FULL  and  OPEN  access  and  the  ability  to  compete  for  government  cargo. 
What  the  GSA  Solicitation  proposes  is  total  exclusion  of  businesses  like  mine  from 
competition  for  U.S.  Government  overnight  air  cargo.  This  will  lead  to  only  one 
result:  bankruptcy  for  small  air  freight  companies  and  unemployment  for  thousands  of 
their  employees.  It  will  also  lead  to  further  government  intrusion  into  private 
enterprise.  Surely,  this  is  not  in  the  best  interest  of  our  economy  nor  does  it  reflect  the 
direction  taken  by  this  Congress. 

I  strongly  urge  that  this  Committee  carefully  examine  this  Solicitation  and 
mandate  that  it  reflect  this  Congress'  desire  to  move  away  from  more  and  bigger 
government  and  toward    more  competition  in  the  private  sector.     I  am  asking  this 
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committee  for  one  thing  and  one  thing  only.  I  need  your  help  to  stop  this  contract  so 
my  employees  will  have  the  opportunity  to  continue  to  make  sales  calls  on  military 
installations  and  agencies  in  the  U.S.  Government.  If  this  contract  is  stopped 
tomorrow,  I  am  not  guaranteed  business.  I  will  have  to  continue  to  prove  myself  and 
my  company  on  a  daily  basis  with  competitive  pricing  and  excellent  service.  I  can 
comf)ete  effectively  with  any  heavyweight  air  freight  company,  no  matter  how  large, 
on  an  individual  basis. 

On  behalf  of  all  my  employees,  I  want  to  thank  Chairwoman  Meyers  and  the 
Committee  Members  for  their  hard  work  on  this  issue  and  for  the  opf>ortunity  to  try  to 
save  my  company  by  bringing  these  matters  before  you  at  this  hearing.  I  would  also 
like  to  thank  the  U.S.  Small  Business  Administration  Office  of  Advocacy  for  its 
substantial  efforts  on  this  issue. 

Please,  do  not  let  GSA  put  me  out  of  business. 
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ATTACHMENT  1 
GSA  SOLICITATION  ITEMS  AND  REBUTTALS 


Presented  Before 
Congress  of  the  United  States 
Committee  on  Small  Business 


Christopher  J.  Alf 
National  Air  Cargo,  Inc. 

11  October  1995 
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:C.2  PARTICIPATION  IN  THE  CIVIL  RESERVE  AIR  FLEET  (CRAP)  PROGRAM 

(1)  In  order  to  receive  a  contract  award  under  this  solicitation,  an  offeror,  if  eligible,  shall  be  a 
participant  in  the  Civil  Reserve  Air  Fleet  Program.    Contractor  panicipation  in  the  CRAF 
Program  is  formalized  in  a  contract  with  the  Air  Mobility  Command  (AMC).    A  CRAF 
participant  must  make  a  minimum  commitment  as  set  foith  in  the  AMC  contract. 

(2)  Additionally,  as  a  condition  of  award  of  this  contract,  the  Contractor's  minimum  CRAF 
commitment  under  contract  with  AMC  is  hereby  increased  by  5  percent  of  its  long  range 
international  (LRI)  aircraft,  represented  in  Wide  Body  Equivalents  to  Stages  I,  II,  and  III. 
The  Contractor  shall  within  5  business  days  after  award  of  this  contract,  execute  a  bilateral 
modification  to  the  contract  with  the  Air  Mobility  Command  increasing  its  minimum 
commitment  to  the  CRAF  program  by  an  additional  5  percent,  in  Wide  Body  Equivalents  to 
Stages  I,  II,  and  III,  of  its  long  range  capable  aircraft.   The  Contractor  is  required  to 
maintain  this  5  percent  increase  in  minimum  commitment  under  the  AMC  CRAF  contract  for 
the  duration  of  this  contract  to  include  all  exercised  option  periods.    Failure  of  the  Contractor 
to  maintain  this  5  percent  increase  in  minimum  commitment  will  justify  termination  of  this 
contract. 

Small  Package  overnight  and  second  day  CRAF  carrier  must  increase  commitment  by  15% 
(CA.2(2)).  Third  business  day  small  package  CRAF  carrier  must  increase  commitment  by 
5%  (CB.2(2)). 

Tbe  problem  with  this  whole  issue  of  CRAF  carrier  conunitments  is  "lift"  or  space 
availability  to  handle  this  contract.   If  tbe  U.S.  goes  to  war,  as  we  did  in  Desert  Storm, 
the  government's  domestic  air  freight  moved  under  this  contract  will  rise  dramatically 
(approximately  tenfold).  The  carrier  awarded  this  contract  will  not  have  enough  planes 
to  move  all  the  government's  trafTic.   Worse  yet,  the  military  will  make  the  carrier 
transfer  an  increased  number  of  their  desperately  needed  aircraft  to  the  CRAF 
Program,  thereby  making  a  bad  situation  worse.    The  government  will  be  shooting  itself 
in  the  foot.    GSA  wants  to  "put  all  their  eggs  in  one  basket".   Under  the  current  system, 
virtually  all  the  CRAF  carriers  (United  Airlines,  Northwest  Airlines,  TWA,  Continental 
Airlines,  American  Airlines,  etc.)  receive  their  domestic  airfreight  through  the  use  of 
forwarders.   Every  CRAF  carrier  gets  a  piece  of  the  pie.   Under  the  current 
arrangement,  the  country  is  much  stronger  in  the  time  of  war  because  there  is  a  large 
number  of  carriers  available  to  meet  the  surge  requirements.  The  carrier  awarded  this 
contract  has  two  options  when  we  go  to  war  -  (a)  default  on  their  CRAF  commitment  or 
(b)  default  on  this  contract.   The  government  can  have  one  but  not  both. 

CC.2  PARTICIPATION  IN  THE  CIVIL  RESERVE  AIR  FLEET  (CRAF)  PROGRAM 

(3)  Offerors  who  are  not  eligible  for  CRAF  participation,  may  receive  a  contract  award  under 
this  solicitation  provided  the  offeror  uses  CRAF  carriers,  when  available,  for  air  shipments. 
To  ensure  compliance  with  this  requirement,  Contractors  who  fall  into  this  category  of 
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ineligibility  shall  provide,  when  requested  by  the  Contracting  Officer  (CO),  a  report 
indicating  each  shipment  moved  on  a  non-CRAF  carrier  (see  Section  CC.15.5.).   This  report 
shall  contain  the  air  routing  and  complete  justification  for  non-CRAF  usage.    Failure  to  use 
CRAF  carriers  as  set  forth  above  or  failure  to  provide  this  report  may  result  in  termination 
of  the  contract. 

This  section  is  completely  unfair  to  forwarders  (non-CRAF  carriers)  and  makes  this 
contract  biased  to  a  CRAF  carrier  (of  which  there  are  only  two,  Emery  Worldwide  and 
Burlington  Air  Express,  that  have  a  nationwide  system  and  specialize  in  the  shipment  of 
freight  over  150  lbs).    All  carriers,  CRAF  and  non-CRAF,  move  a  large  portion  of  their 
shipments  via  truck.    CRAF  carriers  are  exempt  from  having  to  report  their  truck 
movements  while  the  forwarders  are  burdened  with  a  very  cumbersome  reporting 
requirement  wherein  we  must  justify  our  transportation  choices  each  and  every  time  we 
choose  an  option  other  than  a  CRAF  carrier. 

CC.4  SCOPE  OF  WORK 

(1)  The  Contractor  shall,  at  a  minimum,  for  the  Domestic  Express  Freight  Next  Business  Day 
Delivery  Service,  provide  receiving/loading  dock  or  main  entrance  pickup,  transportation, 
and  receiving/loading  dock  or  main  entrance  next  business  day  delivery  of  packages  to  95% 
of  all  ZIP  Codes  located  in  the  contiguous  United  States  (CONUS),  Alaska,  Hawaii,  and  the 
Commonwealth  of  Puerto  Rico  or  to  all  the  ZIP  Codes  provided  to  their  commercial 
customers,  whichever  is  greater. 

(2)  The  Contractor  shall,  at  a  minimum,  for  the  Domestic  Express  Freight  Second  Business  Day 
Delivery  Service,  provide  receiving/loading  dock  or  main  entrance  pickup,  transportation, 
and  receiving/loading  dock  or  main  entrance  second  business  day  delivery  of  packages  to 
95%  of  all  ZIP  Codes  located  in  the  contiguous  United  States  (CONUS),  Alaska,  Hawaii, 
and  the  Commonwealth  of  Puerto  Rico  or  to  all  the  ZIP  Codes  provided  to  their  commercial 
customers,  whichever  is  greater. 

This  sertion  makes  this  solicitation  a  complete  waste  of  time!    No  carriers,  including 
Burlington  Air  Express  and  Emery  Worldwide  -  CRAF  carriers  that  each  transport  over 
1.5  billion  dollars  of  airfreight  annually,  provide  delivery  to  95%  of  the  ZIP  Codes  in 
the  U.S.   In  their  service  guides,  they  show  whole  states  as  second  day  points.   GSA 
wrote  a  contract  that  cannot  be  performed  by  anyone.    (Incidentally,  the  majority  of 
military  bases  are  in  rural  areas.) 

CC.5  OBJECTIVES 

The  Domestic  Express  Freight  Next  Business  Day  Delivery  Service  and  the  Domestic 
Express  Freight  Second  Business  Day  Delivery  Service  are  designed  to  provide  quality 
package  delivery  service  to  the  Government  at  below  commercial  prices,  reduce 
administrative  costs,  obtain  detailed  management  reports,  and  enable  the  user  to  follow 
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commercial  procedures  when  shipping  domestic  freight  packages. 

Sounds  beautifuJ,  doesn't  it?   But  not  true.   Read  on  and  you  will  And  out  that  only  one 
carrier  meets  most  of  the  terms  of  the  contract.    If  only  one  carrier  has  the  potential  of 
being  awarded  this  contract,  then  there  is  no  competition.   If  there  is  no  competition, 
prices  ypiU  rise.    As  we  discussed  earlier  in  the  CRAF  section,  it  is  obvious  that  the 
government  cannot  follow  commercial  practices  in  this  solicitation.   Fortune  500 
companies  can  plan  next  year's  production  but  can  anyone  predict  a  war?   GSA  might 
argue  that  in  time  of  war  they  can  use  other  carriers,  but  how  many  carriers  will 
maintain  their  tenders  if  the  government  is  not  using  them?   How  many  carriers  will 
eliminate  their  government  sales  and  operations  staff?   How  many  carriers  will  go  out  of 
business?   In  tune  of  peace,  should  we  not  be  preparing  for  war?   The  commercial 
industry  never  puts  all  its  eggs  in  one  basket.    How  many  transportation  officers  will  be 
able  to  replace  the  recipient  of  this  award  at  a  moment's  notice?   This  contract  is  about 
shipping  air  freight.   These  shipments  can't  wait  until  tomorrow  while  a  new  carrier  is 
found,  they  have  to  be  deUvered  tomorrow.    Isn't  during  wartime  the  worst  time  to 
have  a  crisis  over  changing  your  airfreight  carrier?   Some  installations  ship  tens  of 
thousands  of  pounds  daily.   Setting  up  an  airfreight  operation  at  these  faciUties  is  not 
like  turning  on  a  faucet.   If  I  were  a  young  reservist  called  up  to  ship  out  to  Kuwait,  I 
would  not  want  to  have  to  wait  for  my  chemical  warfare  suit  because  a  new,  unproven 
carrier  was  now  bidding  for  the  business. 

Under  the  current  system,  we  are  judged  daily  by  the  transportation  officers.   We  must 
be  price  competitive  and  provide  optimal  service.   The  transportation  officers  may 
replace  us  at  any  time  with  competing  carriers. 

Administrative  costs  will  increase  dramatically.   Look  at  the  large  number  of  people 
GSA  has,  or  will  have,  working  on  this  project.   None  of  these  people  are  currently 
required.   Under  the  current,  proven  system,  the  transportation  officer  knows 
immediately  when  a  carrier  is  not  performing  because  he  receives  a  telephone  call  from 
an  unhappy  consignee.   So  detailed  management  reports  are  not  required.   Under  the 
proposed  contract,  the  transportation  officer's  hands  will  be  tied;   if  he  is  having 
problems  with  the  carrier,  he  can  only  send  information  up  the  chain  of  command.  He 
will  be  forced  to  use  the  incompetent  carrier  even  if  he  knows  they  are  not  getting  the 
freight  delivered  on  time.    We  saw  this  happen  in  the  DLA/MTMC  contract  which  was 
dramatically  smaller  than  this  proposal.   Approximately  90%  of  the  freight  was 
delivered  late,  sometunes  weeks  late.   Some  was  never  delivered  at  all.   The  contracting 
officer  was,  and  still  is,  too  far  removed  from  the  local  transportation  officer  utilizing 
this  contract.    It  took  three  months  to  remove  the  incompetent  carrier  under  that 
contract  and,  in  that  time,  millions  of  dollars  of  freight  were  lost.   GSA  wants  to 
implement  a  dramatically  larger  contract  that  is  much  more  demanding  than  the 
DLA/MTMC  contract.   This  is  a  classic  case  of  government  breeding  more  government. 

CC.7.2.1         GEOGRAPHIC  COVERAGE 
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The  Contractor  shall  provide  pickup  and  delivery  service  between  95%  of  all  ZIP  Code 
addresses  (as  defined  by  the  U.S.  Postal  Service  ZIP  Code  Directory)  for  CONUS,  Alaska. 
Hawaii,  and  the  Commonwealth  of  Puerto  Rico,  or  all  the  ZIP  Codes  provided  to  their 
commercial  customers,  whichever  is  greater. 

CC.7.2.2        ONTIME  PERFORMANCE 

The  Contractor  shall  provide  a  minimum  level  of  95%  ontime  performance  for  all  shipments 
or  the  level  of  ontime  performance  for  all  shipments  provided  to  their  commercial  customers, 
whichever  is  greater.    The  Contractor  shall  provide  the  COTR  with  a  monthly  Ontime 
Performance  Report,  including  all  accounts,  and  shall  provide  each  ACOR  with  the  same 
report  including  only  the  accounts  relevant  to  their  agency/organization  (see  Section 
CC.  15.2.3  and  CC.  15. 2.4). 

Here  again  tbev  ask  for  something  that  can't  be  dope  bv  anyone! 

Isn't  it  going  to  require  a  large  number  of  people  to  audit  these  proof  of  delivery 
reports?   If  they  are  not  audited,  then  what  is  the  sense  of  GSA  receiving  them?    Under 
the  current  system,  the  local  installation  transportation  ofricer  knows  which  carriers 
provide  on  time  service.   Air  freight  is  desperately  needed  cargo  and  if  the  shipment  is 
not  delivered  on  time,  he  receives  an  immediate  call  from  the  consignee  demanding  an 
explanation.   Proof  of  deUvery  reports  are  required  to  keep  GSA  in  the  loop  and  that  is 
the  only  purpose  they  serve. 

CC.7.2.4         SHIPPING  TRACKING/TRACING 

(1)  The  Contractor  shall  provide,  at  no  cost  to  the  Government,  the  ability  to  track/trace  all 
shipments  from  the  date  and  time  of  pickup  at  origin  to  the  date  and  time  of  delivery  at 
destination,  including  all  intermediate  points.    The  Contractor's  tracking/tracing  system  shall 
also  provide  the  name  of  the  consignee  or  responsible  individual  receiving  the  shipment,  and 
when  shipments  are  left  at  the  front  door  of  a  residence  the  tracking/tracing  system  shall 
record  the  location  where  the  shipment  was  left. 

(2)  The  Contractor's  tracking/tracing  system  shall  be  able  to  trace  all  shipments  using  either  the 
Contractor's  unique  identifying  CBL  number  or  the  shipper's  reference  number  (see  Section 
CC.7.2.17(11)). 

(3)  The  Contractor's  tracking/tracing  system  shall  be  able  to  scan  the  bar  coded  Contractor's 
unique  identifying  CBL  number  and  the  bar  coded  shipper's  reference  number  on  the  CBL, 
GBL,  and  address  label  on  the  package. 

No  small  business  has  the  resources  to  fmance  this  requirement.    The  government 
requires  the  contractor  to  provide  millions  of  dollars  of  computer  software  and 
hardware  to  the  government.   The  contractor  will  need  an  army  of  computer  technicians 
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to  train  users  and  install  thousands  of  computer  terminals.  The  expense  to  arrange  the 
installation  of  thousands  of  phone  (modem)  lines  is  an  unbelievable  task  and  can  only  be 
performed  with  the  resources  of  a  large  corporation.  How  many  corporations  are  going 
to  risk  millions  of  dollars  of  investment  on  a  contract  that  GSA  could  pull  at  any  time. 

CC.7.2.8         SIZE  AND  WEIGHT  LIMITATION 

The  Contractor  shall  provide  services  for  shipments  consisting  of  a  single  package  as  well  as 
shipments  consisting  of  multiple  packages. 

The  weight  and  size  criteria  for  a  single  package  shipment  is  as  follows: 

(1)  Weights  for  the  Domestic  Express  Freight  Next  Business  Day  Delivery 
Service  and  the  Domestic  Express  Freight  Second  Business  Day  Delivery 
Service  shall  be  from  151  pounds  up  to,  at  a  minimum,  300  pound  packages; 
and 

(2)  Size  shall  be,  at  a  minimum,  108"  in  length  and,  at  a  minimum,  130"  in  length 
and  girth  combined. 

The  weight  and  size  criteria  for  a  multiple  package  shipment  is  as  follows: 

(1)  The  total  weight  of  a  multiple  package  shipment  for  the  Domestic  Express 
Freight  Next  Business  Day  Delivery  Service  and  the  Domestic  Express  Freight 
Second  Business  Day  Delivery  Service  shall  be  from  151  pounds  up  to  4,000 
pounds; 

(2)  Individual  packages  in  a  multiple  shipment  shall  weigh  from  1  pound  up  to,  at 
a  minimum,  300  pounds,  provided  the  total  shipment  weight  is  at  least  151 
pounds; 

(3)  Size  of  a  single  package  in  a  multiple  shipment  shall  be,  at  a  minimum,  108" 
in  length  and,  at  a  minimum,  130"  in  length  and  girth  combined: 

(4)  All  packages  are  shipped  on  the  same  CBL,  electronic  CF&P,  or  GBL,  when 
authorized  (see  Section  CC.7.2.19); 

(5)  All  packages  are  tendered  to  the  Contractor  at  the  same  time  by  the  same 
consignor  and  are  destined  for  the  same  consignee;   and 

(6)  The  Contractor  shall  price  a  multiple  package  shipment  based  on  either  the 
price  of  the  total  weight  of  the  shipment  or  the  price  based  on  the  weight  of 
each  package,  whichever  is  less.   The  Contractor  shall  round  up  the  total 
shipment  weight  to  the  next  higher  pound  if  the  resulting  weight  contains  a 
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fraction  of  a  pound.    Rounding  shall  apply  only  to  the  total  actual  weight  of  all 
the  packages  added  together. 

Notice  that  nowhere  in  this  item  is  a  maximum  weight  listed,  only  minimums.    This  is  in 
direct  contrast  to  what  GSA  has  stated  publicly  -  that  the  maximum  weight  limit  per 
shipment  would  be  300  lbs. 

CC.7.2.10       DELIVERY 

(3)        The  Contractor  is  responsible  for  physically  removing  the  shipment  from  the  vehicle  and 
placing  the  shipment  on  the  receiving/loading  dock  or  at  the  main  entrance  location  at 
Government  facilities  or  commercial  addresses  and  for  placing  the  shipment  at  the  front  door 
of  private  residences  being  served. 

Again,  GSA  proves  they  have  no  idea  what  happens  in  the  real  world.    At  most 
government  installations,  it  is  against  the  government  employees'  union  rules  for  our 
personnel  to  operate  their  forklifts.    It  is  probably  against  government  insurance 
regulations  when  a  non-government  employee  operates  forklifts.    This  is  not  done 
anywhere  in  private  practice. 

CC.7.2.15       CUSTOMER  SERVICE 

The  Contractor  shall  provide,  at  a  minimum,  a  toll  free  telephone  number  staffed  with 
customer  service  personnel  familiar  with  the  terms  and  conditions  of  the  contract. 

(1)  The  telephone  number  shall  be,  at  a  minimum,  available  to  users  each  business 
day  between  the  hours  of  8:00  a.m.  and  6:00  p.m.  in  the  time  zone  where  the 
call  originates. 

(2)  Between  the  hours  of  6:00  p.m.  and  8:00  a.m.,  each  business  day,  the 
Contractor  shall  have,  at  a  minimum,  a  recording  device  which  will  record  the 
customer's  messages. 

(3)  On  Saturdays,  Sundays,  and  holidays  the  Contractor  shall  have,  at  a  minimum, 
a  toll  free  telephone  number  with  a  recording  device  which  will  record  the 
customer's  messages. 

Airfreight  is  a  24  hour  per  day,  7  day  a  week  business.    The  military  operates  24  hours 
per  day,  7  days  a  week.    Shouldn't  the  carrier  be  available  to  support  the  needs  of  their 
customer?    Nothing  is  more  frustrating  to  a  customer  than  an  answering  machine. 
Later  on,  we  discuss  Satiu-day  and  Sunday  pickups:   how  will  the  government  arrange  a 
pickup  if  the  carrier's  answering  machine  is  on? 

CC.7.2.I7       COMMERCIAL  FORMS  AND  PROCEDURES  (CF&P) 
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The  Contractor  shall  provide  all  commercial  forms  (both  electronically  or  in  hardcopy  form) 
necessary  for  the  successful  pickup,  transportation,  and  delivery  of  all  items  under  the 
contract. 

Both  the  CBL  and  electronic  CF&P  shall  have  space  for  the  consignor  to  select  service{s) 
awarded  to  the  Contractor  under  this  contract.    If  the  Contractor's  CBL  or  electronic  CF&P 
includes  non-contract  services  the  Contractor  shall,  when  requested  by  the  ACOR,  eliminate 
any  of  the  non-contract  services  listed  on  the  CBL  or  electronic  CF&P. 

The  Contractor  shall  provide  on  the  hardcopy  CBL,  when  requested  by  the  agency  or 
organization,  a  bar  code  of  the  Contractor's  unique  identifying  CBL  number  and  shipper's 
reference  number. 

The  Contractor  shall  bar  code  the  Contractor's  unique  identifying  CBL  number  and  shipper's 
reference  number  on  the  address  label  when  electronic  CF&P  are  used. 

Both  the  hardcopy  CBL  and  the  electronic  CF&P  shall  have  a  Contractor's  unique  identifying 
CBL  number  and  include,  at  a  minimum,  space  to  indicate  the  following: 

(1)  Consignor's  account  num.ber; 

(2)  Pickup  date; 

(3)  Requested  contract  service; 

(4)  Consignor's  name,  telephone  number,  and  address,  to  include  origin  city,  state 
or  the  Commonwealth  of  Puerto  Rico,  and  ZIP  Code; 

(5)  Consignee's  name,  telephone  number,  and  address,  to  include  destination  city, 
state  or  the  Commonwealth  of  Puerto  Rico,  and  ZIP  Code; 

(6)  Type  of  delivery  method  requested  (signature  of  consignee,  responsible 
individual,  or  left  at  front  door  of  residence); 

(7)  Accessorial  services  requested  to  include  (see  Section  CC.8); 

Increased  Liability  Coverage; 

Saturday  Pickup  and  Delivery  Service; 

Sunday  and  Holiday  Pickup  and  Delivery  Service; 

Electronic  Signature  Service; 

Collect  on  Delivery  (COD)  Service; 

Hold  for  Agency  Pickup; 

Address  Correction;  and 

Hazardous  Material  and  Dangerous  Goods  Service; 
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(8)  Delivery  date; 

(9)  Weight  of  shipment; 

(10)  Method  of  payment  information,  to  include  at  a  minimum,  bill  shippmg 
agency,  bill  consignee,  and  bill  third  party;  and 

(11)  Shipper's  reference  number  of  25  alpha-numeric  spaces  to  be  used  for  agency 
or  organization  internal  billing  reference  number,  accounting  code. 
Transportation  Control  Number  (TCN),  or  any  other  agency  number.   The 
Contractor's  tracking/tracing  system  shall  be  able  to  track  and  trace  using  any 
of  these  shipper's  reference  numbers. 

Here  again,  GSA  demands  millions  of  dollars  of  computer  investment  by  the  carrier. 
As  discussed  before,  none  of  this  is  required  under  the  current  system  because  local 
transportation  officers  know  what  carriers  can  and  can't  do.    This  item  is  required 
solely  to  justify  GSA's  involvement  and  to  keep  GSA  "in  the  loop". 

CC.7.2.21       CONTRACT  SERVICE  GUIDE  (CSG) 

The  Contractor  shall  publish  and  distribute  a  Contract  Service  Guide  (CSG).   The  CSG  must 
be  approved,  in  writing,  by  the  COTR  prior  to  publication. 

The  Contractor  shall: 

(1)  Within  30  calendar  days  after  contract  award,  and  prior  to  publication  and 
distribution,  submit  a  draft  of  the  proposed  CSG  to  the  COTR  for  comment 
and  approval.    If  any  changes  are  requested  the  COTR  will  have  15  calendar 
days  to  make  changes. 

(2)  Have  15  calendar  days  to  make  all  changes  to  the  first  CSG  draft  required  by 
the  COTR  and  provide  a  second  draft  CSG  to  the  COTR  for  review. 

(3)  Publish  and  distribute  the  COTR  approved  CSG  before  contract  initiation. 

(4)  Distribute  a  minimum  of  1  copy  of  the  CSG,  and/or  supplements,  to  each 
agency  account,  and  at  least  200  copies  to  the  COTR. 

(5)  Request  from  the  COTR  permission  to  make  any  changes,  revisions  or 
additions  to  the  published  CSG  30  calendar  days  before  the  publication  of  the 
revised  CSG.   The  COTR  will  comment  on  all  changes,  revisions,  and 
additions  before  publication. 

(6)  Provide  quarterly  to  the  COTR,  as  well  as  each  Government  account. 
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supplements  to  the  CSG  when  modifications  are  made  to  the  contract.  This 
shall  include  changes  in  destinations  served  (locations  or  ZIP  Codes)  and/or 
delivery  standards. 

(7)        Include  in  the  CSG  for  the  Domestic  Express  Freight  Next  Business  Day 
Delivery  Service  and  the  Domestic  Express  Freight  Second  Business  Day 
Delivery  Service  only  information  concerning  the  contract  services  provided, 
rates,  and  other  information  relative  to  the  contract. 

GSA  demandls  that  the  carrier  invest  tens  of  thousands  of  dollars  producing,  printing, 
maintaining,  and  distributing  service  guides. 


CC.7.2.22       SHIPPING  SYSTEMS 


The  Contractor  shall  provide,  at  no  cost  to  the  Government,  a  shipping  system  to  accounts 
that  ship  an  average  of  25  or  more  shipments  each  week  (based  on  monthly  data).  If  the 
Contractor's  commercial  customers  receive  a  shipping  system  when  shipping  less  than  25 
shipments  per  week  (based  on  monthly  data),  the  Contractor  shall  use  this  number  as  the 
qualifying  number  of  shipments  per  week  for  Government  shippers  to  receive  a  shipping 
system. 

The  Contractor  shall  provide,  at  a  minimum,  a  shipping  system  capable  of: 

(1)  Providing  CF&P,  including  shipping  documentation,  manifests,  and  shipping 
labels. 

(2)  Tracking/tracing  all  shipments  using  CBL  number,  GBL  number,  (if  the  GBL 
is  approved  by  the  COTR),  Transportation  Control  Number  (TCN),  or  other 
shipper's  reference  number  on  the  CBL,  electronic  CF&P,  and  GBL. 

(3)  Bar  coding  the  Contractor's  unique  identifying  CBL  number,  GBL  number, 
and  shipper's  reference  number  on  the  CBL,  GBL,  and  address  label  (e.g., 
GSA  Form  3012-A,  GSA  Shipping  Ubel  or  DD  Form  1387,  Military 
Shipping  Label). 

(4)  Collecting  data  for  the  tracking/tracing  system  to  include  date  and  time  of 
pickup,  shipment  weight,  origin,  and  destination. 

(5)  Providing  a  daily  record  of  shipments  with  account  number,  origin, 
destination,  shipment  weight,  number  of  shipments,  and  price. 

(6)  Providing  the  consignor,  upon  request,  pre-addressed  return  shipping  labels. 
As  you  can  see,  it  is  going  to  cost  the  carrier  milUons  of  dollars  developing  a  system  that 
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individual  installation  transportation  officers  do  not  need  or  want. 

CC.7.2.23       SOFTWARE  INTERFACE 

The  Contractor  shall  develop  an  interface  between  Contractor-provided  software  and  the  DoD 
standard  transportation  management  system.   This  system,  the  Standard  Transportation 
Industry  Information  Processor,  is  a  generic  software  module  which  will  be  used  by  Military 
Services  and  DoD  agencies  to  employ  integrated  shipper  system  capability.    The  Contractor 
shall  use  this  interface  to  exchange  price  and  shipment  planning  information  with  DoD 
shipping  systems  for  preparation  of  shipping  documents,  labels,  and  EDI  transactions  for  end 
of  day  reporting.    Software  will  be  portable  across  a  variety  of  platforms  to  include 
mainframes,  super  minicomputers,  and  personal  computers,    the  Contractor  shall  provide  this 
software  to  Defense  or  Service  Central  Design  Agencies  for  distribution  to  operating 
locations. 

The  Contractor  shall,  when  requested  by  an  agency  or  organization,  develop  an  interface 
between  Contractor-provided  software  and  civilian  agency/organization  standard 
transportation  management  systems. 

This  section  shows  that  little  or  no  research  was  done  by  GSA.    It  shows  us  once  again 
the  GSA  has  no  idea  what  it  is  doing.   There  is  no  DoD  standard  transportation 
management  system  in  use  at  every  military  installation.   The  services  cannot  agree  on 
what  system  to  use.    The  GSA  is  requiring  the  contractor  to  interface  with  something 
that  does  not  exist.    It  seems  that  the  contractor's  computer  investment  is  increasing 
dramatically  with  each  paragraph.    Remember:    GSA  can  remove  the  contractor  at  any 
time  leaving  the  contractor  stuck  with  millions  of  dollars  of  software  and  equipment, 
much  of  which  can't  be  used  anywhere  else. 

CC.7.2.24       INVOICING 

The  Contractor  shall  provide  hardcopy  invoices  to  all  accounts  that  are  not  Electronic  Data 
Interchange  (EDI)  capable,  and  shall  provide  electronic  invoices  using  ANSI  X-I2  and/or 
ASCII  flat  file  format  to  all  accounts  that  have  arranged  for  EDI  transmission  with  the 
Contractor  (see  Section  CC.15.1). 

The  Contractor  shall  provide  for  a  14  day  billing  period.    ACORs  may  request  the 
Contractor  to  provide  a  shorter  billing  period.    The  shorter  billing  period  shall  be  at  the 
discretion  of  the  Contractor. 

The  summary  billing  invoice,  at  a  minimum,  shall  contain: 

(1)  Delivery  Order  number; 

(2)  Shipping  agency  account  number  and,  if  applicable,  reference  billing  number; 
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(3)  Billing  office  name  and  address,  to  include  city,  state  or  the  Commonwealth  of 
Puerto  Rico,  ZIP  Code,  and  agency  or  account  location  code; 

(4)  Detailed  listing  of  each  shipment  (see  Section  CC.7.2.17); 

(5)  Explanation  of  codes  indicating  adjustments  in  billing; 

(6)  Government  contract  number; 

(7)  Total  shipment  charges; 

(8)  Total  accessorial  charges; 

(9)  Total  amount  due  (shipment  charges  +  accessorial  charges); 
Adding  to  millions  of  dollars  in  computer  software 

CC.8.2  SATURDAY  PICKUP  AND  DELIVERY  SERVICE 

The  Contractor  shall  provide,  at  a  minimum,  Saturday  pickup  and  delivery  service  to  75%  of 
all  ZIP  Codes  located  in  CONUS,  Alaska,  Hawaii,  and  the  Commonwealth  of  Puerto  Rico, 
or  all  the  ZIP  Codes  provided  to  their  commercial  customers,  whichever  is  greater.    The 
Contractor  shall  provide  Saturday  pickup  and  delivery  service  only  when  specifically 
requested  on  the  CBL,  electronic  CF&P,  or  GBL  by  the  Government  agency  or  organization. 

The  Contractor  shall  provide  the  following  minimum  requirements  for  Saturday  pickup  and 
delivery: 

(1)  Saturday  receiving/loading  dock  or  main  entrance  pickup  shall  be  between 
8:00  a.m.  and  5:00  p.m.  local  time  at  the  pickup  point. 

(2)  Saturday  receiving/loading  dock  or  main  entrance  delivery  shall  be  between 
8:00  a.m.  and  5:(X)  p.m.  local  time  at  the  delivery  point. 

(3)  For  ZIP  Code  locations  with  a  next  business  day  receiving/loading  dock  or 
main  entrance  delivery  commitment  for  Saturday  delivery,  Friday  is  the  only 
day  of  pickup  that  Saturday  delivery  can  be  selected  on  the  CBL,  electronic 
CF&P,  or  GBL  for  the  Domestic  Express  Freight  Next  Business  Day  Delivery 
Service. 

(4)  For  ZIP  Code  locations  with  a  second  business  day  receiving/loading  dock  or 
main  entrance  delivery  commitment  for  Saturday  delivery,  Thursday  is  the 
only  day  of  pickup  that  Saturday  delivery  can  be  selected  on  the  CBL, 
electronic  CF&P,  or  GBL  for  the  Domestic  Express  Freight  Second  Business 
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Day  Delivery  Service. 

If  the  CBL,  electronic  CF&P,  or  GBL  is  not  so  annotated  for  Saturday  delivery,  the 
Contractor  may  delay  delivery  until  the  next  business  day. 

Emery  Worldwide  and  Burlington  Air  Express  do  not  operate  their  aircraft  on  Saturday 
or  Sunday  night.   They  operate  Monday  nights  through  Friday  nights.   Therefore, 
sliipments  picked  up  Saturday  would  be  delivered  no  earlier  than  Tuesday.    In  order  to 
provide  real  next  day  service,  which  is  what  air  freight  forwarders  currently  provide, 
Emery  and  Burlington  will  have  to  change  their  entire  operations  policy  and  begin 
acting  like  a  forwarder. 

CC. 8.3  SUNDAY  AND  HOLIDAY  PICKUP  AND  DELIVERY  SERVICE 

The  Contractor  shall  provide,  at  a  minimum,  Sunday  and  holiday  pickup  and  delivery  service 
to  50%  of  all  ZIP  Codes  located  in  CONUS,  Alaska,  Hawaii,  and  the  Commonwealth  of 
Puerto  Rico,  or  all  the  ZIP  Codes  provided  to  their  commercial  customers,  whichever  is 
greater.    The  Contractor  shall  provide  Sunday  and  holiday  pickup  and  delivery  service  only 
when  specifically  requested  and  indicated  on  the  CBL,  electronic  CF&P,  or  GBL  by  the 
Government  agency  or  organization. 

The  Contractor  shall  provide  the  following  minimum  requirements  for  Sunday  and  holiday 
pickup  and  delivery: 

(1)  Sunday  and  holiday  receiving/loading  dock  or  main  entrance  pickup  shall  be 
between  8:00  a.m.  and  12:00  noon  local  time  at  the  pickup  point. 

(2)  Sunday  and  holiday  receiving/loading  dock  or  main  entrance  delivery  shall  be 
between  8:00  a.m.  and  5:00  p.m.  local  time  at  the  delivery  point. 

If  the  CBL,  electronic  CF&P,  or  GBL  is  not  so  annotated  for  Sunday  or  holiday  delivery, 
the  Contractor  may  delay  delivery  until  the  next  business  day. 

Any  time  now,  they  are  going  to  ask  the  carrier  "to  part  the  Red  Sea".   There  are 
virtually  no  freighter  aircraft  operating  Sunday  night.   The  only  way  to  move  shipments 
on  Sundays  is  to  put  the  shipment  on  a  passenger  aircraft.    Most  of  the  passenger 
airUnes  terminals  are  closed  Sunday.  Of  the  few  that  are  open,  hours  of  operation  are 
limited.  It  may  be  possible  to  ship  a  250  lb.  piece  from  Huntsville,  AL  to  Los 

Angeles  on  Sunday,  but  it  is  impossible  to  ship  600  lbs.  between  these  two  points  since 
narrow  bodied  aircraft  are  weight  restricted.  But  it  is  possible  to  ship  a  4000  lb.  piece 
from  New  York  to  Los  Angeles  since  there  is  wide  bodied  aircraft  on  this  segment  and 
Los  Angeles  airport  is  open  Sundays,  while  it  is  impossible  to  ship  that  same  piece  from 
New  York  to  Huntsville.  There  is  no  black  and  white  answer  to  put  in  a  service  guide 
to  cover  shipments  outside  of  normal  business  hours.   Shipments  of  this  type  require 
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local  transportation  officers  interactLag  and  negotiating  with  the  carripr  rnmniiinitY  »n 
find  the  solution  unique  to  their  situation. 

CC.8.4  ELECTRONIC  SIGNATURE  SERVICE 

The  Contractor  shall  provide  a  record  of  continuous  accountability  and  custody  for  shipments 
requiring  Electronic  Signature  Service  through  a  Commercial  Signature  Form  and  the 
Electronic  Tracking  Tracing  System. 

(1)  The  Contractor  shall  provide  a  Commercial  Signature  Form  that  contains  a 
complete  record  of  the  chain  of  custody  of  the  shipment,  and  has  a 
standardized  block  of  data  elements  contained  in  Section  A  of  the  DD  Form 
1907,  Signature  and  Tally  Record  (ST)  (see  Section  J  Attachments  for  a  copy 
of  DD  form  1907).    The  form  will  establish  a  written  record  of  the  one  or 
more  responsible  employees  or  agents  of  the  Contractor  who  actually  assume 
hand-to-hand  responsibility  for  such  shipments  during  the  periods  the 
shipments  are  on  the  ground.    The  form  will  provide  a  chain  of  custody  for  the 
shipment  through  each  terminal  handling  point  at  origin,  hub,  or  other  interline 
point(s),  and  at  destination.   The  form  shall  be  assembled  in  sufficient  copies 
to  cover  all  handling  points  and  provide  a  signed  copy  to  the  consignee. 

(2)  The  Contractor  shall  provide  copies  of  the  Commercial  Signature  Form  to  each 
account  requiring  Electronic  Signature  at  account  set-up. 

(3)  The  Contractor  shall  also  provide  through  their  tracking  and  tracing  system,  an 
Automated  Tracing  System  that  shows  the  movement  of  the  shipment  through 
the  Contractor's  system  as  recorded  by  certain  Electronic  Tracking  Scans. 
When  Electronic  Tracking  Scans  are  used,  neither  the  actual  signatures  of 
persons  handling  the  shipment  nor  a  manually  prepared  Signature  and  Tally 
Record  is  required. 

(4)  The  Contractor  shall  provide  a  hard  copy  printout  of  the  Electronic  Tracking 
Scans,  from  their  Automated  Tracing  System,  to  the  consignor  and  consignee 
within  3  business  days  of  delivery  of  the  shipment.    The  printout  shall  show 
scans  at  pickup  and  delivery  and  shall  also  show  movement,  as  applicable,  into 
and  out  of  terminals,  stations,  and/or  hub  locations. 

(5)  The  Contractor  shall  provide,  upon  request  from  the  Government 
agency/organization,  the  identity  of  each  person  responsible  for  the  scans,  as 
reflected  in  the  electronic  records. 

The  carrier  is  constantly  increasing  the  tnultimillion  dollar  computer  budget.    It  is 
impossible  for  the  forwarder  to  comply  with  this  requirement  because  the  forwarder 
camiot  give  scanners  to  airline  employees.   Airline  employees  do  not  work  for  the 
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forwarder.   The  service  required  by  GSA  can  only  be  performed  by  companies  that  load 
their  own  aircraft.    There  is  currently  only  one  heavyweight  carrier  that  has  a  scanning 
system  in  place.    That  carrier  is  Emery  Worldwide.    Burlington  Air  Express  would  have 
to  design  and  implement  a  scanning  system.    But  would  they  want  to  risk  millions  of 
dollars  for  an  account  they  could  lose  at  any  time  for  non-performance? 

CC.  10  TRAINING  PROVIDED  BY  THE  CONTRACTOR 

The  Contractor  shall  provide  training  sessions  for  agencies  and  organizations  to  explain 
contract  services. 

The  training  sessions  shall  contain,  at  a  minimum,  the  following  topics: 

(1)  Basic  service  requirements; 

(2)  How  to  set  up  an  agency  account; 

(3)  How  to  fill  out  a  CBL  and  electronic  CF&P; 

(4)  Invoicing  and  billing; 

(5)  Using  the  tracking  and  tracing  system; 

(6)  Customer  Service; 

(7)  Shipment  of  dangerous  goods  and  hazardous  material; 

(8)  Packaging  requirements; 

(9)  Use  of  Contract  Service  Guide;  and 

(10)  Contractor's  reporting  requirements. 

Within  30  calendar  days  after  contract  award,  the  Contractor  shall  meet  with  the  ACOR's  of 
the  mandatory  agencies  and  organizations  to  arrange  for  training  sessions.    Training  shall 
take  place  within  90  calendar  days  of  award  of  the  contract. 

For  non-mandatory  agencies  and  organizations  the  Contractor  shall  meet  with  the  ACOR 
within  30  calendar  days  of  receipt  of  a  Delivery  Order  and  discuss  arrangements  for  training 
sessions  with  the  agency  or  organization.    Training  sessions  shall  take  place  within  60 
calendar  days  from  the  date  of  the  Contractor's  meeting  with  the  ACOR. 

Not  only  does  the  carrier  need  an  army  of  computer  specialists,  it  needs  an  army  of 
account  managers  and  hazardous  material  trainers  to  train  the  government.   Only 
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Burlington  and  Emery  have  the  personnel  to  do  this. 

CC.ll  TRAINING  VIDEOTAPE 

The  Contractor  shall  prepare  and  distribute  to  Government  agencies/organizations,  upon  their 
request,  a  training  videotape  for  the  purpose  of  explaining  the  contract  services  awarded  and 
how  to  most  efficiently  and  effectively  use  the  Domestic  Express  Freight  Next  Business  Day 
Delivery  Service  and  the  Domestic  Express  Freight  Second  Business  Day  Delivery  Service. 

(1)  The  Contractor  shall  provide  an  outline  and  draft  of  the  contents  of  the 
training  videotape  to  the  COTR,  for  review,  within  10  business  days  after 
contract  award. 

(2)  The  videotape  shall  be  limited  to  the  Government  contract  services  awarded 
and  shall  contain  all  topics  in  Section  CC.IO. 

(3)  The  COTR  will  furnish  the  Contractor  a  written  list,  if  any,  where  the  outline 
and  draft  do  not  comply  with  the  terms  and  conditions  of  the  contract.   The 
Contractor  shall  revise  the  outline  and  draft  if  it  does  not  conform  with  the 
terms  and  conditions  of  the  contract  and  provide  the  COTR  with  a  new  outline 
and  draft  within  5  business  days  after  receiving  the  COTR's  written  list. 

(4)  After  the  final  outline  and  draft  is  approved  by  the  COTR,  the  Contractor  shall 
begin  producing  the  videotape.   The  Contractor  shall  have  the  videotape 
completed  and  delivered  to  the  COTR  30  business  days  after  the  final  outline 
and  draft  is  approved  by  the  COTR.    Upon  receiving  the  videotape  the  COTR 
has  10  business  days  to  approve  the  videotape. 

(5)  For  mandatory  agencies  the  Contractor  shall  provide  a  copy  of  the  fmal  COTR 
approved  training  videotape  to  each  ACOR  within  30  calendar  days  after  the 
fmal  videotape  is  approved  by  the  COTR. 

(6)  For  non-mandatory  Government  agencies/organizations  ordering  services  under 
the  contract  the  Contractor  shall  provide  a  copy  of  the  fmal  COTR  approved 
training  videotape  to  the  ACOR  as  part  of  the  establishment  of  the  account. 

(7)  The  Contractor  shall  allow  the  ACOR  to  copy  the  fmal  COTR  approved 
training  videotape  and  distribute  as  many  copies  of  the  videotape  as  may  be 
needed  to  administer  the  contract  within  the  agency  or  organization. 

GSA  now  wants  the  carrier  to  invest  thousands  producing  a  video.    As  far 
as  I  know,  no  one  in  the  industry  has  every  asked  for  such  an  item.    Now 
it  is  no  longer  good  enough  to  be  a  quality  airfreight  carrier,  you  now 
have  to  be  a  quality  moviemaker  as  well. 
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C.  13  ASSIGNMENT  OF  ACCOUNT  NUMBER 

Upon  receipt  of  a  delivery  order  from  a  mandatory  user,  the  Contractor  shall  begin  the 
process  of  assigning  account  numbers.    Upon  acceptance  of  a  delivery  order  from  a  non- 
mandatory  user  of  the  contract  the  Contractor  shall  begin  the  process  of  assigning  account 
numbers. 

The  following  are  the  responsibilities  of  the  Contractor  when  assigning  account  numbers: 

(1)  The  Contractor  shall,  when  requested  by  the  agency  or  organization,  accept 
new  accounts  only  when  approved  by  the  ACOR. 

(2)  The  Contractor  shall  assign  unique  account  numbers  to  all  mandatory  agencies 
and  organizations,  before  the  effective  date  of  the  contract. 

(3)  The  Contractor  shall  assign  unique  account  numbers  to  all  non-mandatory  use 
agencies  and  organizations  which  have  issued  a  Delivery  Order  to  the 
Contractor  requesting  delivery  services  and  for  which  the  Contractor  has 
accepted  the  Delivery  Order. 

(4)  Assignment  of  account  numbers  shall  be  the  first  step  in  the  account  set-up 
process. 

(5)  Each  account  number  will  be  identified  in  the  Account  Number  Report  (see 
section  CC.15.4). 

More  reports  are  required  simply  to  keep  GSA  "in  the  loop". 

CC.  15.1  ELECTRONIC  TRANSFER  OF  DATA 

(1)  Electronic  Data  Interchange  (EDI)  transfer  shall  be  made  available  by  the  Contractor  via 
standard  data  communication  transmission  facilities  (e.g.,  telephone  dial-up  using  personal 
computers  with  modems)  for  all  data  collected  in  the  performance  of  the  contract.    This 
includes  all  data  collected  on  the  CBL,  electronic  CF&P,  or  GEL. 

(2)  Tlie  Contractor  shall  provide  the  transmission  of  the  data  to  the  Government  using  the 
standard  Government  transmission  format  published  in  the  PIPS  publication.    The  standard  is 
presently  ANSI  X-12  format. 

(3)  The  Contractor  shall  also  use  transaction  set  numbers  110,  214,  858,  or  similar  transaction 
sets  which  will  capture  and  transmit  all  data  recorded  by  the  Contractor  in  the  performance 
of  the  contract. 

(4)  The  Contractor  shall  also  provide,  when  requested  by  the  ACOR,  transmission  of  data  using 
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the  ASCII  flat  file  format,  floppy  disk,  tape,  or  hardcopy. 

(5)  The  Government  will  be  responsible  for  supplying  the  personal  computer  (PC),  modem,  tape 
drives,  and  any  other  equipment  necessary  to  retrieve  and  receive  the  Contractor's  data  from 

the  VAN. 

(6)  The  Contractor  shall  be  responsible  for  all  costs  involved  in  the  transmission  of  their  data  to 
the  Value  Added  Network  (VAN). 

(7)  The  Contractor  and  Government  agencies  and  organizations  shall/will  utilize  the  GSA  VAN. 
The  Contractor  will  be  responsible  for  the  cost  of  transmitting  the  data  to  the  VAN. 

(8)  The  Contractor  shall  transmit  to  the  CO  and  COTR  through  the  VAN  all  data  collected  from 
all  accounts  under  the  contract.  This  data  shall  include,  at  a  minimum,  all  the  data  elements 
required  under  Sections  CC.  15.2.1  through  CC.  15.2.4. 

(9)  The  Contractor  shall  transmit  to  the  ACOR  of  the  agency  or  organization  through  the  VAN 
all  data  collected  for  their  particular  agency  or  organization  only. 

(10)  The  Contractor  shall  transmit  to  the  individual  agency  or  organization  OPC  through  the  VAN 
all  data  collected  for  their  particular  agency  or  organization  accounts  only. 

(11)  The  Contractor  shall  transmit  shipment  status  notices  to  the  VAN  address(es)  designated  by 
the  ACOR  for  the  accounts  of  the  agency  or  organization. 

We  keep  adding  to  the  miUions  of  dollars  in  computer  investment. 

CC.15.2  HARDCOPY  REPORTS 

(1)  The  hardcopy  reports,  listed  in  Sections  CC.15.2. 1  through  CC.  15.2.4,  shall  be  provided  by 
the  Contractor  by  the  I5th  of  each  month  for  the  previous  months'  shipments. 

(2)  The  hardcopy  reports  shall  be  formatted  to  display  monthly  and  year-to-date  summaries. 

(3)  The  reports  shall  be  provided  to  the  CO  and  COTR,  and  upon  request,  to  those  ACORs  and 
OPCs  who  do  not  receive  electronic  transfer  of  the  Contractor's  data. 

(4)  The  CO  and  COTR  shall  receive  reports  containing  information  on  all  accounts.   The 
ACORs  and  OPCs  shall  receive  reports  containing  data  collected  on  their  agency  or  account 
only. 

More  reports  to  keep  GSA  "in  the  loop";  none  of  this  is  needed  under  the  current 
system.    Local  transportation  ofTicers  know  when  a  shipment  is  late.   The  consignee  will 
be  calling  the  shipper  looking  for  his  freight.   Airfreight  is  a  business  based  on  urgency 
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-  someone  is  always  waiting  for  the  shipment  to  arrive.    GSA  is  going  to  have  to  hire 
hundreds  of  people  to  read  and  audit  this  information. 

CC.  15.2. 1       SHIPMENT  SUMMARY  REPORT 

The  Contractor  shall  provide  a  Shipment  Summary  Report  for  each  agency  or  organization 
account.    The  report  shall  be  monthly  with  year-to-date  totals  provided  each  month.   The 
report  shall  provide  an  agency/organization  summary  page  of  all  accounts  in  the  agency  or 
organization. 

The  Contractor  shall  provide,  at  a  minimum,  the  following  data  files  on  the  report: 

(1)  Consignor's  account  number,  address,  and  telephone  number; 

(2)  Contractor's  point  of  contact,  address,  and  telephone  number; 

(3)  Number  of  shipments  and  packages  delivered  by  weight  and  total  weight; 

(4)  Total  number  of  shipments  and  packages; 

(5)  Commercial  price; 

(6)  Contract  price; 

(7)  Net  charges  per  shipment;  and 

(8)  Savings  (average  commercial  price  -  contract  price). 
More  reports  to  keep  GSA  "in  the  loop". 

CC.  15.2.2       ACCESSORIAL  SUMMARY  REPORT 

The  Contractor  shall  provide  an  Accessorial  Summary  Report  for  each  agency  or 
organization  account.    The  report  shall  be  monthly  with  year-to-date  totals  provided  each 
month.   The  report  shall  provide  an  agency/organization  summary  page  of  all  the  accounts  in 
the  agency  or  organization. 

The  Contractor  shall  provide,  at  a  minimum,  the  following  data  elements  on  the  report: 

(1)  Consignor's  account  number; 

(2)  Contractor's  point  of  contact; 

(3)  Type  of  accessorial  service  provided  (separate  field  for  each); 
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(4)  Number  of  times  the  sei^'ice  is  provided; 

(5)  Cumulative  price  of  each  accessorial  service; 

(6)  Commercial  price  of  each  accessorial  service;  and 

(7)  Savings  on  accessorial  services  (average  commercial  price  -  contract  price). 

More  reports  to  keep  GSA  "in  the  loop".    Also,  the  contract  price  will  be  higher  than 
the  commercial  price  because  GSA  is  asking  for  more  than  any  commercial  customer. 

CC.  15.2.3       ONTIME  PERFORMANCE  REPORT 

The  Contractor  shall  provide  an  Ontime  Performance  Report  for  each  agency  or  organization 
account.    The  report  shall  be  monthly  with  year-to-date  totals  provided  each  month.    The 
report  shall  provide  an  agency/organization  summary  page  of  all  the  accounts  in  the  agency 
or  organization. 

The  Contractor  shall  provide,  at  a  minimum,  the  following  data  elements  on  the  report: 

(1)  Consignor's  account  number; 

(2)  Contractor's  point  of  contact; 

(3)  Total  number  of  shipments; 

(4)  Number  of  shipments  delivered  in  accordance  with  the  contract  terms  for  time 
of  delivery; 

(5)  Percentage  of  shipments  delivered  in  accordance  with  contract  terms  for  time 
of  delivery; 

(6)  Number  of  shipments  delivered  late  in  accordance  with  the  contract  terms  for 
time  of  delivery;  and 

(7)  Percentage  of  shipments  delivered  late  in  accordance  with  contract  terms  for 
time  of  delivery. 

This  report  is  going  to  demonstrate  to  the  GSA  that  thev  should  have  listened  to  us.   No 
carrier  can  meet  GSA's  minimum  requirements. 

CC.  15.2.4       DETAILED  PERFORMANCE  REPORT 

The  Contractor  shall  provide  a  Detailed  Performance  Report  for  each  agency  or  organization 
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account.   The  report  shall  be  monthly  with  year-to-date  totals  provided  each  month.   The 
report  shall  provide  the  data  elements  listed  below  for  each  shipment  made  by  the  agency  or 
organization. 

The  Contractor  shall  provide,  at  a  minimum,  the  following  data  elements  on  the  report: 

(1)  Consignor's  name  and  address,  to  include  origin  city,  state  or  the 
Commonwealth  of  Pueno  Rico,  and  ZIP  Code; 

(2)  Consignee's  name  and  address,  to  include  destination  city,  state  or  the 
Commonwealth  of  Puerto  Rico,  and  ZIP  Code; 

(3)  Contractor's  unique  identifying  CBL  number,  electronic  CF&P  number,  GBL 
number,  or  shipper's  reference  number  (see  Section  CC.7.2. 17(11)); 

(4)  Pickup  date; 

(5)  Delivery  date  and  time; 

(6)  Actual  weight; 

(7)  Accessorial  services  performed  and  billed; 

(8)  Code  indicating  adjustment  in  billing;  and 

(9)  Total  charges  for  each  shipment. 

More  reports  to  keep  GSA  "in  the  loop".   GSA  is  going  to  have  to  liire  hundreds  of 
employees  to  read  and  audit  all  of  these  reports.   And  if  they  are  not  audited,  why 
supply  them?   I  realize  this  sounds  like  a  broken  record  but  these  reports  are  not 
currently  required. 

CC.15.3  CUSTOMIZED  REPORTS 

Customized  reports,  using  existing  data  elements,  may  be  requested  by  the  GSA  Program 
Office,  GSA  Contracting  Office,  or  participating  agencies/organizations  at  no  cost  to  the 
Government.    Data  used  by  the  Contractor  to  compile  customized  reports  shall  be  maintained 
in  a  single  data  base  from  which  agency/organization-specific  electronic  reports  shall  be 
produced  in  ASCII  as  requested.    The  data  base  shall  include,  at  a  minimum,  all  the  data 
elements  required  in  Section  CC.7.2. 17  and  Section  CC.7.2. 24. 

Now  they  are  going  to  invent  more  reports  in  the  future  and  GSA  will  have  to  hire  more 
and  more  people  to  audit  them. 
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:C.15.4  ACCOUNT  NUMBER  REPORT 

(1)  The  Contractor  shall  provide,  within  5  business  days  of  a  request  from  the  CO  or  COTR,  an 
Account  Number  Report  listing  all  current  contract  accounts. 

(2)  The  Contractor  shall  provide,  within  5  business  days  of  a  request  from  an  ACOR,  an 
Account  Number  Report  listing  all  current  contract  accounts  for  the  ACOR's  agency  or 
organization  only. 

(3)  The  report  shall  contain  the  following  data  for  each  unique  contract  account  number; 

Agency  or  organizational  name(s)  on  the  account; 

Date  account  was  established; 

Shipper's  reference  number  assigned  to  account  (if  applicable); 

Name(s)  of  the  account  ACOR  or  OPC; 

ACOR  or  OPC  telephone  number  and  address;  and 

Billing  office  telephone  number  and  address. 

(4)  The  Account  Number  Report  shall  be  separated  by  all  accounts  assigned  to  each  agency  or 
organization  as  of  the  date  of  the  report  and  shall  provide  the  total  number  of  accounts  by 
each  agency  or  organization  and  a  grand  total  of  all  accounts  assigned. 

More  reports  to  keep  GSA  "in  the  loop". 

CC.I5.5  CRAF  COMPLIANCE  REPORT 

Contractors  that  are  not  eligible  for  CRAF  participation  (see  Section  CC.2(3))  shall  provide 
within  5  business  days  of  a  request  from  the  Contracting  Officer  (CO),  at  a  minimum,  a 
CRAF  Compliance  Report  indicating  each  shipment  moved  on  a  non-CRAF  carrier,  the 
justification  for  non-CRAF  usage,  and  the  air  routing  of  the  shipment. 

We  already  discussed  this  at  the  beginning  under  Section  CC.2. 

E.l  INSPECTION  OF  SERVICES  -  FIXED  PRICE:  52.246-4  (FEB  1992) 

(a)  Definition.  "Services,"  as  used  in  this  clause,  includes  services  performed,  workmanship, 
and  material  furnished  or  utilized  in  the  performance  of  services. 

(b)  The  Contractor  shall  provide  and  maintain  an  inspection  system  acceptable  to  the 
Government  covering  the  services  under  this  contract.    Complete  records  of  all  inspection 
work  performed  by  the  contractor  shall  be  maintained  and  made  available  to  the  Government 
during  contract  performance  and  for  as  long  afterwards  as  the  contract  requires. 

(c)  The  Government  has  the  right  to  inspect  and  test  all  services  called  for  by  the  contract,  to  the 
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extent  practicable  at  all  times  and  places  during  the  term  of  the  contract.   The  Government 
shall  perform  inspections  and  tests  in  a  manner  that  will  not  unduly  delay  the  work. 

(d)  If  the  Government  performs  inspections  or  tests  on  the  premises  of  the  contractor  or  a 
subcontractor,  the  contractor  shall  furnish,  and  shall  require  subcontractors  to  furnish, 
without  additional  charge,  all  reasonable  facilities  and  assistance  for  the  safe  and  convenient 
performance  of  these  duties. 

(e)  If  any  of  the  services  do  not  conform  with  contract  requirements,  the  Government  may 
require  the  Contractor  to  perform  the  services  again  in  conformity  with  contract 
requirements,  at  no  increase  in  contract  amount.    When  the  defects  in  the  services  cannot  be 
corrected  by  reperformance,  the  Government  may  (1)  require  the  Contractor  to  take  the 
necessary  action  to  ensure  that  future  performance  conforms  to  contract  requirements  and  (2) 
reduce  the  contract  price  to  reflect  the  reduced  value  of  the  services  performed. 

(0        If  the  Contractor  fails  to  promptly  perform  the  services  again  or  to  take  the  necessary  action 
to  ensure  future  performance  in  conformity  with  contract  requirements,  the  Government  may 
(1)  by  contract  or  otherwise,  perform  the  services  and  charge  to  the  Contractor  any  cost 
incurred  by  the  Government  that  is  directly  related  to  the  performance  of  such  service  or  (2) 
terminate  the  contract  for  default. 

Looks  like  they  will  hire  more  personnel  to  do  these  inspections. 

F.  1  STOP- WORK  ORDER  52.212-13  (8/89) 

(a)  The  Contracting  Officer  may,  at  any  time,  by  written  order  to  the  Contractor,  require  the 
Contractor  to  stop  all,  or  any  part,  of  the  work  called  for  by  this  contract  for  a  period  of  90 
days  after  the  order  is  delivered  to  the  Contractor,  and  for  any  further  period  to  which  the 
parties  may  agree.   The  order  shall  be  specifically  identified  as  a  stop-work  order  issued 
under  this  clause.    Upon  receipt  of  the  order,  the  Contractor  shall  immediately  comply  with 
its  term  and  take  all  reasonable  steps  to  minimize  the  incurrence  of  costs  allocable  to  the 
work  covered  by  the  order  during  the  period  of  work  stoppage.    Within  a  period  of  90  days 
after  a  stop-work  is  delivered  to  the  Contractor,  or  within  any  extension  of  that  period  to 
which  the  parties  shall  have  agreed,  the  Contracting  Officer  shall  either: 

(1)  Cancel  the  stop-work  order,  or 

(2)  Terminate  the  work  covered  by  the  order  as  provided  in  the  Default,  or  the 
Termination  for  Convenience  of  the  Government,  clause  of  this  contract. 

(b)  If  a  stop-work  order  is  issued  under  this  clause  is  canceled  or  the  period  of  the  order  or  any 
extension  thereof  expires,  the  Contractor  shall  resume  work.   The  Contracting  Officer  shall 
make  an  equitable  adjustment  in  the  delivery  schedule  or  contract  price,  or  both,  and  the 
contract  shall  be  modified,  in  writing,  accordingly,  if: 
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(1)  The  stop-work  order  results  in  an  increase  in  the  time  required  for,  or  in  the 
Contractor's  cost  properly  allocable  to,  the  performance  of  any  part  of  this 
contract;  and 

(2)  The  Contractor  asserts  its  right  to  the  adjustment  within  30  days  after  the  end 
of  the  period  of  work  stoppage;   provided  that,  if  the  Contracting  Officer 
decides  the  facts  justify  the  action,  the  contracting  Officer  may  receive  and  act 
upon  the  claim  submitted  at  any  time  before  the  final  payment  under  this 
contract. 

(c)  If  a  stop-work  order  is  not  canceled  and  the  work  covered  by  the  order  is  terminated  for  the 
convenience  of  the  Government,  the  Contracting  Officer  shall  allow  reasonable  costs 
resulting  from  the  stop-work  order  in  arriving  at  the  termination  settlement. 

(d)  If  a  stop-work  order  is  not  canceled  and  the  work  covered  by  the  order  is  terminated  for 
default,  the  Contracting  Officer  shall  allow,  by  equitable  adjustment  or  otherwise,  reasonable 
costs  resulting  from  the  stopwork  order. 

The  terms  of  this  section  mal(e$  it  possible  for  the  Contract  to  be  essentially  re- 
negotiated after  the  order  is  awarded  to  the  Contractor.    Should  the  Contractor 
awarded  this  contract  find  itself  unable  to  meet  the  terms  of  the  contract,  the  Stop- 
Work  order  may  be  issued  and  the  material  terms  of  the  contract  can  be  renegotiated. 
This  situation  is  highly  inequitable  to  the  companies  that  bid  and  failed  to  obtain  the 
contract,  or  simply  did  not  bid  for  the  contract,  because  they  could  not  meet  its  material 
terms  as  oripinallv  stated.    It  is  possible  that  bidders  that  were  originally  rejected  (or 
bidders  that  declined  to  bid)  would  be  able  to  successfully  compete  for  the  contract 
under  the  terms  renegotiated  pursuant  to  the  Stop-Work  order  provision.    Any  contract 
that  includes  a  provision  allowing  the  Contractor  to  renegotiate  its  terms  subsequent  to 
the  contract's  award  is  unfair  and  inequitable  to  other  potential  contractors.    If  the 
parties  anticipate  that  the  contract  cannot  be  performed  under  its  terms,  then  its  terms 
should  be  readjusted  to  reflect  actual  conditions.    It  is  likely  that  more  realistic  terms 
would  allow  a  larger  number  of  companies  to  bid  and,  thus,  create  a  more  competitive 
and  efflcient  bidding  environment. 

G.3  552.238-72  CONTRACTORS  REPORT  OF  SALES  (APR  1995) 

(a)  Contractors  shall  furnish  quarterly  the  dollar  value  (rounded  to  the  nearest  whole  dollar)  of 
all  sales  under  the  contract  during  the  preceding  3-month  period  to  include  any  partial  month. 
A  separate  report  for  each  National  Stock  Number  (NSN),  Special  Item  Number  (SIN),  or 
subitem  shall  be  prepared  and  submitted,  unless  otherwise  specified,  on  GSA  Form  72A. 

(b)  The  report  is  due  in  the  office  specified  below  or  specified  at  the  time  of  award  30  days 
following  the  completion  of  the  reporting  period.    A  report  is  required  even  when  no  sales 
occur  during  the  reporting  period.    Sales  for  orders  that  extend  beyond  the  contract  period 
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will  be  reported  within  60  days  of  final  delivery. 

(c)       The  Government  reserves  the  right  to  inspect  without  further  notice,  such  records  of  the 
Contractor  as  pertain  to  sales  under  any  contract  resulting  from  this  solicitation.    Willful 
failure  or  refusal  to  furnish  the  required  reports,  or  falsification  thereof,  shall  constitute 
sufficient  cause  for  terminating  the  contract  for  default  under  FAR  52.249-8,  Default  (Fixed- 
Priced  Supply  and  Service). 

More  reports,  as  if  there  weren't  enough  generated  already. 

G.7  PROJECT  MANAGER  G-FSS-FCXA-134  (3/95) 

Offerors  are  required  to  designate  a  Project  Manager  to  be  contacted  for  prompt  contract 
administration.    The  Offeror's  Project  Manager  shall  have  a  minimum  of  two  years 
experience  on  projects  that  are  comparable  to  the  pending  contract.    "Comparable"  means 
management  of  projects  for  large  corporate  and/or  Government  clients,  valued  in  the  multi- 
millions  of  dollars  per  corporate  and/or  Government  customer,  large  accounts  shipping  in 
excess  of  250,000  shipments  per  year,  customers  who  have  numerous  nationwide  locations 
where  both  pickup  and  delivery  service  is  provided,  and  large  number  of  account  holders 
within  a  single  corporate  and/or  Government  customer  location. 

PROJECT  MANAGER  (DEFINITION): 

The  Contractor  shall  provide  a  Project  Manager  who  shall  have  the  authority  to  make  any 
no-cost  contract  technical,  hiring  and  dismissal  decisions,  or  special  arrangements  regarding 
this  contract.   This  individual  shall  be  responsible  for  the  overall  management  and 
coordination  of  this  contract  and  shall  act  as  the  central  point  of  contact  with  the 
Government.    The  Project  Manager  shall  have  full  authority  to  act  for  the  Contractor  in  the 
performance  of  required  services.    The  Project  Manager,  or  a  designated  representative,  shall 
meet  with  the  Contracting  Officer's  Technical  Representative  (COTR)  to  discuss  problem 
areas  as  they  occur.    The  Project  Manager  or  his/her  representative  shall  respond  within  four 
hours  after  notification  of  the  existence  of  a  problem. 

WOW!!   They  are  talking  about  someone  who  oversees  a  single  account  shipping  over 
1000  shipments  per  business  day.   There  is  only  a  small  number  of  commercial  accounts 
(under  20)  that  ship  that  kind  of  volume.    As  far  as  I  know,  only  Burlington  and  Emery 
Worldwide  have  accounts  that  size. 

H.4  PERFORMANCE  STANDARDS  H-FSS-FCXA-136  (4/95) 

Throughout  the  life  of  this  contract,  the  Contractor(s)  shall  perform  to  the  standards 
contained  in  the  Contractor's  technical  proposal.   This  shall  include  but  not  be  limited  to 
basic  service  coverage  for  the  pick-up,  transportation  and  delivery  services,  accessorial 
service  coverage,  zip  code  service  coverage,  preparation  and  delivery  of  reports,  the 
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qualifications  of  the  Contractor's  personnel,  all  other  technical  requiremenu  and  compliance 
with  the  quality  assurance  plan. 

Again,  they  write  about  sometliiiig  that  can't  be  done. 
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1.37  552.219-9  SMALL  BUSINESS  SUBCONTRACTING  PLAN  (DEVL\TION  FAR  52.219-9) 

(J  UN  1994) 

(a)  I1iis  clause  docs  not  apply  lo  small  business  concerns. 

(b)  "Commercial  prodiicl,"  as  used  in  tliis  clause,  means  a  product  in  regular  production  that  is  sold  in  substantial  quantities 
to  the  general  public  and/or  industry  at  established  catalog  or  market  prices.  It  also  means  a  product  which,  in  the  opinion 
oftlie  Contracting  UrTicer,  difTers  only  insignificantly  from  tlie  Contractor's  commercial  product. 

"Subcontract,"  as  used  in  this  clause,  means  any  agreement  (other  than  one  involving  an  employer-employee  relationship) 
entered  into  by  a  Federal  Goverrunent  prime  Contractor  or  subcontractor  calling  for  supplies  or  services  required  for 
performance  of  the  contract  or  subcontract 

(c)  llie  orTeror,  upon  request  by  the  Contracting  Officer,  shall  submit  and  negotiate  a  subcontracting  plan,  where  applicable, 
which  separately  addresses  subcontracting  witli  small  business  concerns,  with  small  disadvantaged  business  concerns, 
and  witli  women-owned  small  business  concerns    IfUie  offeror  is  submitting  an  individual  contract  plan,  the  plan  must 
separately  address  subcontracting  with  small  business  concerns,  with  small  disadvantaged  business  concerns,  and  witli 
women-owned  small  business  concerns  with  a  separate  pari  for  tlie  basic  contract  and  separate  parts  for  each  option  (if 
any)    Ihe  plan  shall  be  included  in  and  made  a  part  of  the  resultant  contract  Hie  subcontracting  plan  shall  be  negotiated 
within  tlie  time  specified  by  the  Contracting  OfTicer    Failure  to  submit  and  negotiate  the  subcontracting  plan  shall  make 
the  ofTeror  ineligible  for  award  of  a  contract 

(d)  1lie  ofTeror's  subcontracting  plan  shall  include  the  following: 

( 1 )  Goals,  expressed  in  tenns  of  percentages  of  total  planned  subcontracting  dollars,  for  the  use  of  small  business 
concerns,  small  disadvantaged  business  concerns  and,  if  an  individual  contract  plan  is  involved,  women-owned 
small  business  concerns  as  subcontractors.  Tlie  ofTeror  shall  include  all  subcontracts  that  contribute  to  contract 
pcrfonnance,  and  may  include  a  proportionate  share  of  products  and  services  that  are  normally  allocated  as  indirect 
costs 

(2)  A  statement  of : 

(i)    lotal  dollars  planned  to  be  subcontracted, 

(ii)    Total  dollars  planned  to  be  subcontracted  to  small  business  concerns, 

(iii)    Total  dollars  planned  to  be  subcontracted  to  small  disadvantaged  business  concerns,  and 

(iv)    Total  dollars  planned  to  be  sutKontracled  to  women-owned  small  business  concerns,  ifun  individual 
contract  plan  is  involved. 


89 


(3)  A  (lescriplion  of  the  principal  types  of  supplies  and  services  to  be  subcontracted,  and  an  identification  of  the  types 
planned  fur  subcontracting  to  (i)  small  business  concerns,  (ii)  small  disadvantaged  business  concerns,  and  (iii) 
women-owned  small  business  concerns 

(4)  A  description  of  the  method  used  to  develop  the  subcontracting  goals  in  ( I )  above 

(5)  A  description  of  the  method  used  to  identify  potential  sources  for  solicitation  purposes  (eg,  existing  company 
source  lists,  the  Procurement  Automated  Source  System  (PASS)  of  the  Small  Business  Administration,  the  National 
Minority  Purchasing  Council  Vendor  Infonnation  Service,  the  Research  and  hifonnation  Division  of  tlie  Minority 
Business  Dcvclupnient  Agency  in  the  Department  of  Conunerce,  or  small,  small  disadvantaged,  and  women-owned 
small  business  concerns  trade  associations). 

(6)  A  statement  as  to  whether  or  not  the  ofTcicr  included  indirect  costs  in  establishing  subcontracting  goals,  and  a 
description  of  the  method  used  to  detennine  the  proportionate  share  of  indirect  costs  to  be  incurred  with  (i)  small 
business  concerns,  (ii)  small  disadvantaged  business  coni.enis,  and  if  an  individual  contract  plan  is  involved,  (iii) 
women-owned  small  business  concerns. 

(7)  Tlie  name  of  the  individual  employed  by  the  offeror  who  will  administer  tlie  offeror's  subcontracting  program,  and  a 
description  of  the  duties  of  the  individual 

(8)  A  description  of  the  efforts  the  offeror  will  make  to  assure  that  small  business  concerns,  small  disadvantaged 
business  concerns,  and  women-owned  small  business  concerns  have  an  equitable  opportunity  to  compete  for 
subcontracts 

(9)  Assurances  that  the  offeror  will  include  the  clause  in  this  contract  entitled  Utilization  of  Small  Business  Concerns 
and  Small  Disadvantaged  Business  Concerns  in  all  subcontracts  that  offer  further  subcontracting  opportunities,  and 
that  the  offeror  will  require  all  subcontractors  (except  small  business  concerns)  who  receive  subcontracts  in  excess 
of  $500,000  ($1,000,000  for  construction  of  any  public  facility),  to  adopt  a  plan  similar  to  the  plan  agreed  to  by  Uie 
offeror 

(10)  Assurances  that  llie  offeror  will  (i)  cooperate  in  any  studies  or  surveys  as  may  be  required,  (ii)  submit  periodic 
reports  in  order  to  allow  tlie  Government  to  determine  the  extent  of  compliance  by  Uie  offeror  with  the 
subcontracting  plan,  (iii)  submit  Standard  Form  (SF)  294,  Subcontracting  Report  for  Individual  Contracts,  and/or 
SF  295,  Summary  Subcontract  Report,  in  occordance  with  the  instructions  on  the  forms,  and  (iv)  ensure  that  its 
subcontractors  agree  to  submit  Standard  Forms  294  and  295 

(11)  A  recitation  of  the  types  of  records  the  offeror  will  maintain  to  demonstrate  procedures  that  have  been  adopted  to 
comply  with  the  requirements  and  goals  in  the  plan,  including  establishing  source  lists;  and  a  description  of  its 
efforts  to  locate  small,  small  disadvantaged,  and  women-owned  small  business  concerns  and  award  subcontracts  to 
them   Ilie  records  shall  include  at  least  the  following  (on  a  plant-wide  or  company-wide  basis,  luiless  otherwise 
indicated) 

(i)    Source  lists,  guides,  and  other  data  that  identify  small,  small  disadvantaged,  or  women-owned  small 
business  concerns 

(ii)    Organizations  contacted  in  an  attempt  to  locate  sources  tliat  are  small,  small  disadvantaged,  or  women- 
owned  small  business  concerns 

(iii)    Records  on  each  subcontract  solicitation  resulting  in  an  award  of  more  tlian  $100,00(1,  indicating  (A) 
whether  small  business  concerns  were  solicited  and  if  not,  why  not,  (B)  whether  small  disadvantaged 
business  concerns  were  solicited  and  if  not,  why  not,  (C)  whether  women-owned  small  business  concerns 
were  solicited  and  if  not,  why  not,  and  (D)  if  applicable,  the  reason  award  was  not  made  to  a  small  business 
conceni 
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(iv)    Records  of  any  oiiUcocli  cfTorts  lo  contact  (A)  trade  associations,  (B)  business  development  organizations, 
and  (C)  conferences  oiid  trade  fairs  to  locate  small,  small  disadvantaged,  and  women-owned  small  business 
sources. 

(v)    Records  of  internal  guidance  and  encouragement  provided  to  buyers  tlu^ough  (A)  workshops,  seminars, 
training,  etc.,  and  (B)  monitoring  performance  to  evaluate  compliance  with  tlie  program's  requirements. 

(vi)    On  a  contracl-by-contract  basis,  records  to  support  award  data  submitted  by  the  offeror  to  the  Government, 
including  the  name,  address,  and  business  size  of  each  subcontractor   Contractors  having  company  or 
division-wide  annual  plans  need  not  comply  with  Uiis  requirement 

(c)      In  order  lo  effectively  implement  this  plan  lo  the  extent  consistent  with  efTicient  contract  perfonnance,  the  Contractor 
shall  pcrfonn  the  following  functions: 

(1 )  Assist  sninll,  small  disadvontaged,  and  women-owned  small  business  concerns  by  arranging  solicitations,  time  for 
the  preparation  of  bids,  qiiniitities,  specifications,  and  delivery  schedules  so  as  to  facilitate  the  participation  by  such 
concerns.   Wlicre  the  Contractor's  lists  of  potential  small,  small  disadvantaged,  and  women-owned  small  business 
subcontractors  are  excessively  long,  reasonable  efforts  shall  be  made  to  give  all  such  small  business  concerns  an 
opportunity  to  compete  over  a  period  of  time 

(2)  Provide  adequate  and  timely  consideration  of  the  potentialities  of  small,  small  disadvantaged  business,  and  women- 
owiicd  small  business  concents  in  all  "makc-or-hiiy''  decisions. 

(3)  Counsel  and  discuss  subcontracting  opportunities  with  representatives  of  small,  small  disadvantaged,  and  women- 
owned  small  business  finns. 

(4)  Provide  notice  to  subcontractors  concerning  penalties  and  remedies  for  misrepresentations  of  business  status  as 
small  business  or  small  disadvantaged  business  for  Uie  purpose  of  obtaining  a  subcontract  that  is  to  be  included  as 
part  or  all  of  a  goal  contained  in  the  Contractor's  subcontracting  plan. 

(0      A  master  subcontracting  plan  on  a  plant  or  division-wide  basis  which  contains  all  the  elements  required  by  (d)  above, 
except  goals,  may  be  incorporated  by  reference  as  a  part  of  the  subcontracting  plan  required  of  the  offeror  by  tliis  clause; 
provided,  ( I )  the  master  plan  has  been  approved,  (2)  the  offeror  provides  copies  of  the  approved  master  plan  and 
evidence  of  its  approval  to  the  Contracting  Officer,  and  (3)  goals  and  any  deviations  from  the  master  plan  deemed 
necessary  by  the  Contracting  Officer  to  satisfy  the  requirements  of  this  contract  ore  set  forth  in  the  individual 
subcontracting  plan. 

(g)     ( I )     If  a  commercial  product  is  offered,  tlie  subcontracting  plan  required  by  this  clause  may  relate  lo  the  offeror's 
production  gcncrolly,  for  both  commercial  and  noncommercial  products,  rather  than  solely  to  the  Government 
contract.  In  these  cases,  the  offeror  shall,  with  the  concurrence  of  the  Contracting  Ofliccr,  submit  one  company- 
wide  or  division-wide  annual  plan 

(2)  llie  annual  plun  shall  be  reviewed  for  approval  by  the  agency  awarding  the  offeror  its  first  prime  contract  requiring 
a  subcontracting  plan  during  tlie  fiscal  year,  or  by  an  agency  satisfactory  to  the  Contracting  Officer. 

(3)  The  approved  plan  shall  remain  in  effect  during  the  offeror's  fiscal  year  for  all  of  the  offeror's  commercial  products. 

(h)     Prior  compliance  of  the  offeror  with  other  such  subcontracting  plans  under  previous  contracts  will  be  considered  by  tlie 
Contracting  OfTiccr  in  dctcnnining  the  responsibility  of  the  offeror  for  award  of  the  contract. 

(i)      The  failure  of  tlie  Contractor  or  subcontractor  to  comply  in  good  faith  witli  ( I )  the  clause  of  this  contract  entitled 

Utilization  of  Small  Business  Concerns  and  Small  Disadvantaged  Business  Concerns,  or  (2)  an  approved  plan  required  by 
this  clause,  shall  be  a  material  breach  of  the  contract 
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Response  to  1.37  552.219-9 

This  country's  airfreight  system  is  structured  in  such  a  way  that  Emery  or  Burlington 
won't  have  a  problem  with  this  section.   All  airfreight  carriers,  CRAF  or  non-CRAF, 
utilize  independent  agents  to  provide  pickup  and  delivery  service.   There  is  at  least  one 
company  at  all  commercial  airports  in  this  country  serviced  by  scheduled  jet  aircraft 
that  provide  pickup  and  delivery  service  to  and  from  the  airport.   The  majority  of  these 
companies  are  small  businesses.    In  small  cities,  Emery  and  Burlington  outsource  their 
cartage  to  these  companies;   therefore,  this  will  be  their  subcontracting  plan.   If  Emery 
is  awarded  this  contract,  small  businesses  will  be  harmed  because  Emery  has  the  largest 
fleet  of  company  owned  trucks  performing  local  cartage.    In  the  areas  where  Emery  has 
its  own  trucks,  local  small  businesses  will  be  significantly  damaged  by  the  lost  business. 
In  small  cities,  where  Emery  does  not  have  its  own  equipment,  subcontracted  small 
businesses  will  not  see  any  increase  in  revenue  because  they  are  already  performing  this 
cartage  service  for  forwarders. 
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1.43  552.238-77  INDUSTRIAL  FUNDING  FEE  (APR  1995) 

(a)        Contractors  shall  pay  the  Federal  Supply  Service,  GSA,  an  industrial  funding  fee  (IFF)  at  the 
end  of  each  contract  quarter.    The  IFF  shall  be  remitted  at  the  same  time  the  GSA  Form 
72A,  Contractor's  Report  of  Sales,  is  submitted  under  clause  552.238-72,  Contractor's 
Report  of  Sales.   The  IFF  equals  1  %  (one  percent)  of  total  sales  reported  on  GSA  Form 
72A.   The  IFF  reimburses  the  GSA  Federal  Supply  Service  for  the  costs  of  operating  the 
Federal  Supply  Schedules  Program  and  recoups  its  operating  costs  from  ordering  activities. 
Offerors  should  include  the  IFF  in  the  prices  submitted  with  their  offer.    The  fee  will  be 
included  in  award  price(s)  and  reflected  in  the  total  amount  charged  to  ordering  activities. 

(d)  Failure  to  submit  sales  reports,  falsification  of  sales  reports,  and/or  failure  to  pay  the  IFF  in 
a  timely  manner  may  result  in  termination  or  cancellation  of  this  contract.  Willful  failure  or 
refusal  to  furnish  the  required  reports,  falsification  of  sales  reports,  or  failure  to  make  timely 
payment  of  the  IFF  constitutes  a  cause  for  terminating  the  Contractor  for  default  under  FAR 
52.249-8,  Default  (Fixed  Priced  Supply  and  Service). 

NOTE: 

GSA  reserves  the  right  to  adjust  the  IFF,  if  necessary,  to  conform  to  the  rate  determined  by 
the  Commissioner,  Federal  Supply  Service.   The  unit  prices  awarded  for  option  years  shall 
be  subject  to  adjustment  upward  or  downward  based  upon  the  Government's  adjustment  of 
the  IFF.   The  Government  will  give  the  Contractor  notice  of  its  intent  to  adjust  the  IFF  at 
the  same  time  the  preliminary  written  notice  of  its  intent  to  exercise  the  option  under  the 
contract  for  an  additional  year,  which  will  be  ai  least  60  days  before  the  expiration  of  the 
contract. 

The  whole  reason  why  GSA  is  attempting  to  initiate  this  contract  is  explained  in  this 
section.    They  need  to  make  monev.    It  is  ironic  that  the  same  time  GSA  becomes 
individually  funded  they  increase  the  scope  of  this  contract.    GSA  looked  at  heavyweight 
air  freight  as  a  huge  pot  of  gold.    Heavyweight  shipments  bill  out  to  big  money.    A  1  lb. 
package  shipped  overnight  may  bill  out  at  $5.00,  but  a  2000  lb.  shipment  shipped 
overnight  may  cost  $1800.00.    A  big  difference  in  dollars  and  a  big  increase  to  GSA's 
bottom  line.    It  is  interesting  to  read  the  note  at  the  end  of  this  section.    It  states  that 
GSA  has  the  right  to  adjust  the  industrial  funding  fee.   GSA  has  all  these  agencies  on 
the  hook  as  mandatory  users.    After  the  contract  is  awarded,  GSA  can  raise  the  user 
fees  as  high  as  they  want.    There  is  nothing  that  says  GSA  cannot  do  this.   The 
mandatory  users  will  be  forced  to  grin  and  bear  it.    It  is  proven  (see  Attachment  2)  that 
GSA  wanted  to  charge  the  truckers  4%.    If  they  wanted  to  charge  the  truckers  4%,  why 
wouldn't  they  want  to  charge  the  airfreight  companies  the  same?    They  are  definitely 
out  to  screw  other  agencies  and  protect  and  create  more  GSA  jobs!!   If  they  weren't  out 
to  do  this  then  why  is  this  note  in  the  contract?   Ironically,  GSA  makes  a  profit  based 
on  percentage  of  gross.    It  is  in  GSA's  best  interest  to  shop  for  the  most  expensive  rate 
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tn  maximiy.e  their  revenue. 

1.51  SCOPE  OF  CONTRACT  T-FSS-FCXA-127  (3/95)  (Applicable  only  to  Domestic  Express 

Freight  Next  Business  Day  and  Second  Business  Day  Delivery  Services) 

(c)        Exceptions  to  Mandatory  Use.    Users  which  are  otherwise  mandatory  under  (a)  above  are 
nonmandatory  under  the  following  circumstances: 

(4)        Department  of  Defense  (DOD)  freight  shipments  for  delivery  to  points 
between  0  and  500  miles  from  the  point  of  origin; 

GSA  argues  that  this  business  is  open  to  freight  forwarders.  These  shipments  can  be 
and  currently  are  shipped  via  ground  service.  Air  freight  carriers  do  not  receive  this 
business  now  and  will  not  under  the  new  contract.    This  is  a  non-issue. 
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L.5  552.219-73  PREPARATION,  SUBMISSION,  AND  NEGOTIATION  OF  SUBCONTRACTING  PLANS 

(JUNE  1994) 

(a)  An  olTcror.  other  tlian  a  small  business  concern,  submitting  an  ofTer  that  exceeds  $500,1)00  ($1,000,000  Tor 
constnictjon)  shall  submit  a  subcontracting  plan  with  its  initial  ofTer    The  subcontracting  plan  will  be  negotiated 
concurrently  with  price  and  any  required  technical  and  management  proposals,  unless  the  ofTeror  submits  a  previously- 
approved  commercial  products  plan    Maximum  practicable  utilization  of  small,  small  disadvantaged,  and  women- 
owned  small  business  concerns  as  subcontractors  is  a  matter  of  national  interest  with  both  social  and  economic 
bcneOts    It  is  the  General  Services  Administration's  (GSA's)  expectation  that  an  ofTcror's  subcontracting  plan  will 
reflect  a  commitment  to  assuring  that  small,  small  disadvantaged,  and  women-owned  small  business  concerns  are 
provided  the  inaxiinuni  practicable  opportunity,  consistent  with  efricienl  contract  perronnance,  to  participate  as 
subcontractors  in  the  pcrrorniance  of  the  resulting  contract    An  ofTeror  submitting  a  commercial  products  plan  can 
reflect  this  commitment  through  subcontracting  opportunities  it  provides  that  relate  to  the  ofTeror's  production 
generally,  i  e  .  for  both  its  commercial  and  Government  business 

(b)  GSA  believes  that  this  potential  contract  provides  signiHcanl  opportunities  for  the  use  of  small,  small  disadvantaged, 
and  women-owned  small  business  concerns  as  subcontractors    Consequently,  in  addressing  the  eleven  elements 
described  at  S52.2l<)-9(d)  or  the  clause  in  this  contract  entitled  Small  Business  Subcontracting  Plan,  the  olTeror  shall 
demonstrate  that  its  subcontracting  plan  represents  a  creative  and  innovative  program  for  involving  small,  small 
disadvantaged,  and  women-owned  small  business  concerns  in  performing  the  contract    The  subcontracting  plan  shall 
include  a  description  oflhe  offeror's  subcontracting  strategics  used  in  any  previous  contracts,  slgnincant  achievements, 
and  how  this  plan  will  build  upon  those  earlier  achievements    Additionally,  the  offeror  shall  demonstrate  through  its 
plan  that  it  understands  the  small  business  subcontracting  program's  objectives,  GSA's  expectations,  and  is  committed 
to  taking  those  actions  necessary  to  meet  these  goals  or  objectives. 

(c)  In  determining  the  acceptability  of  any  subcontracting  plan,  the  Contracting  OITicer  will  : 

( 1 )  Review  the  plan  to  verify  that  the  offeror  has  demonstrated  an  understanding  of  the  small  business  subcontracting 
program's  objectives  and  GSA's  expectations  with  respect  to  the  program  and  has  included  all  the  information, 
goals,  and  assurances  required  by  552  219-9, 

(2)  Consider  previous  goals  and  achievements  of  contractors  in  the  same  industry, 

(3)  Consider  information  and  potential  sources  obtained  from  agencies  administering  national  and  local  preference 
programs  and  other  advocacy  groups  in  evaluating  whether  the  goals  slated  in  the  plan  adequately  reflect  the 
anticipated  potential  for  subcontracting  to  small,  small  disadvantaged,  and  woincn-ouncd  small  business 
concerns,  and 

(4)  Review  the  offeror's  description  of  its  strategies,  historical  performance  and  slgniflcant  achievements  in  placing 
subcontracts  for  the  same  or  similar  products  or  services  with  small,  small  disadvantaged,  and  women-owned 
small  business  concerns    The  offeror's  description  can  apply  to  commercial  as  well  as  previous  Government 
contracts. 

(d)  Failure  to  submit  an  acceptable  subcontracting  plan  and/or  correct  deficiencies  in  a  plan  within  the  lime  specified  by 
the  Contracting  Officer  shall  make  the  offeror  ineligible  for  award 
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Section  L.5  552.219-73  was  addressed  earlier  in  item  1.37  552.219-9. 
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SECTION  M 
EVALUATION  FACTORS  FOR  AWARD 


M.l    EVALUATION  OF  OPTIONS:   52.217-5  (JUL  1990) 

Except  when  il  is  delermined  in  accordance  wilh  FAR  17.206(b)  not  lo  be  in  the  Government's  best  interests,  the 
Government  will  evaluate  oners  Tor  award  purposes  by  adding  the  total  price  Tor  all  options  to  the  total  price  Tor  the  basic 
requirement    Evaluation  of  options  will  not  obligate  the  Government  to  exercise  llie  option(s). 

M.2  METHOD  OF  AWARD:   (IVl-FSS-FCXA-392)  (MARCH  1995) 

(a)  Tlic  Goveriinicni  will  make  award  lo  the  responsible  on'eror(s)  whose  ofrcr(s) 

conform  to  the  solicitation  and  is  (are)  most  advantageous  lo  the  Government,  the  technical  factors  listed  below 
and  cost  or  price  considered. 

(b)  For  purposes  of  this  solicitation,  technical  quality  is  considered  more  important  than  price.   As  proposals 
become  more  equal  in  their  technical  merit,  the  evaluated  price  becomes  more  important 

The  Government  reserves  the  right  to  award  on  the  basis  of  initial  proposals  without  discussions. 

Award  will  be  made  on  a  line  ilcni  basis    1  he  Government  reserves  the  right  to  award  one  contract  for  two  or  all 
three  line  items  or  to  award  separate  conlract(s)  for  each  of  the  line  items  listed  in  the  Schedule  of  Items  and 
detailed  below: 

Line  Hem  I  -  SIN  64U-I  -  Section  CA  -  Award  will  be  made  in  the  aggregate  for  Domestic  Express  Next  Business 
Day  Small  Package  Deliver,  Service  and; 
SIN  640-2  -  Domestic  Express  Second  Business  Day  Small  Package  Delivery  Service 

Line  Item  2  -  SIN  640-3  -  Section  CB  -  Domestic  Third  Business  Day  Small  Package  Delivery  Service 

Line  Item  3  -  SIN  640-4  -  Section  CC  -  Award  will  be  made  in  the  aggregate  for  Domestic  Express  Freight  Next 
Business  Day  Delivery  Ser\  ice  and; 
SIN  640-5  -  Domestic  Express  Freight  Second  Business  Day  Deliver)'  Service 

M.3  EVALUATION  OF  PROPOSALS  -  GENERAL: 
(M-FSS-FCXA-393)(MARCH  1995) 

(a)  OfTers  will  be  evaluated  for  award  on  the  basis  of  their  technical  and  pricing  proposals.  OfTeror's  proposals 

should  be  in  accordance  with  Section  L  of  this  solicitation    All  technical  proposals  will  be  reviewed, 
evaluated,  and  rated  by  a  Source  Selection  Evaluation  Board. 

(b)  If  the  board  Finds  a  technical  proposal  unacceptable  and  unable  lo  be  made  acceptable  through  negotiations,  Ihe 

proposal  will  be  rejected  as  technically  unacceptable    If  Ihe  Contracting  Officer  determines  that  an  offer 
docs  not  stand  a  reasonable  chance  of  being  selected  for  award,  the  Government  may  reject  the  offer  as 
being  outside  of  Ihe  competitive  range 
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M.4  EVALUATION  OF  TECHNICAL  PROPOSALS  (M-FSS-FCXA-394)  (MARCH  1995) 

Acceptable  ofTers  must  address,  and  meet  the  specific  requirements  set  forth  in  Sections  CA,  CB,  and  CC. 

All  line  items  in  this  solicitation  will  be  evaluated  on  the  following  nine  technical  factors.  Factor  One  is  a  go,  no-go.  Factor 
Two  is  a  go,  no-go.  Factor  Three  is  a  go,  no-go.  Factors  Four  and  Five  are  of  equal  importance,  and  more  important  than 
Factors  Six  through  Nine    Factors  Six  through  Nine  are  in  descending  order  of  importance. 

M.4. 1      FACTOR  1 :  PARTICIPATION  IN  THE  CIVIL  RESERVE  AIR  FLEET  (CRAF) 

The  Government  will  evaluate  that  the  offeror  agrees  to  participate  and/or  agrees  to  increase  participation  in  the  Civil 
Reserve  Air  Fleet  (CRAF)  Program  as  required  by  Clauses  CA.2,  CB.2,  and  CC.2  of  the  Statements  of  Work  (SOW)  by 
making  an  affirmative  certification  to  one  or  more  of  the  certifications  required  by  Clause  K.2,  CRAF  Certification  K-FSS- 
FCXA-141  (MAR  1995),  or  submit  a  cunent  Certificate  of  Technical  Ineligibility. 

Factor  one  CRAF  Participation  and  Certification  will  be  evaluated  on  a  go,  no-go  basis  and  is  a  minimum  requirement  for 
selection  Failure  to  meet  the  minimum  is  cause  for  rejection  of  the  proposal,  unless  the  deficiency  is  susceptible  to  being 
corrected  through  negotiations 

M.4.2  FACTOR  2:  CONFORMANCE  TO  MINIMUM  REQUIREMENTS 

The  Government  will  evaluate  the  offeror's  management,  operational  and  resource  capabilities  to  provide  express  delivery 
services  which  meet  the  Government's  mimmum  needs  as  stated  in  the  Statements  of  Work,  Sections  CA,  CB,  and  CC  and 
the  range,  scope  and  extent  of  the  express  delivery  services 

Factor  two.  Conformance  to  Minimum  Requirements  will  be  evaluated  on  a  go,  no-go  basis  and  is  a  minimum  requirement 
for  selection  Failure  to  meet  the  minimum  is  cause  for  rejection  of  the  proposal,  unless  the  deficiencies  are  susceptible  to 
being  corrected  through  negotiations 

M.  4.3  FACTOR  3:   OFFEROR'S  PAST  EXPERIENCE 

The  Government  will  evaluate  the  offeror's  past  experience  with  corporate  national  and/or  Government 
clients  on  projects  that  are  comparable  to  the  pending  contract.  "Comparable"  means  experience  with  projects  for  large 
corporate  and/or  Government  clients,  valued  in  the  multi-millions  of  dollars  per  corporate  and/or  Government  client,  large 
accounts  shipping  in  excess  of  250,000  shipments  per  year,  clients  who  have  numerous  nationwide  locations  where  both 
express  pick  up  and  delivery  service  is  provided,  and  large  numbers  of  account  holders  within  a  single  corporate  and/or 
Government  customer  location 

Factor  three.  Offeror's  Past  Expenence  will  be  evaluated  on  a  go,  no-go  basis  and  is  a  minimum  requirement  for  selection. 
Failure  to  meet  the  minimum  is  cause  for  rejection  of  the  proposal,  unless  the  deficiencies  are 
susceptible  to  being  corrected  through  negotiations. 

In  evaluating  past  experience,  the  Government  will  evaluate  the  offeror's  corporate  national  and/or  Government  experience 
on  a  scale  similar  to  the  requirements  of  the  Government,  stated  in  Section  CA,  Domestic  Express  Next  Business  Dav  Small 
Package  Delivery  Service  and  Domestic  Express  Second  Business  Day  Small  Package  Delivery  Service,  Section  CB, 
Domestic  Third  Business  Day  Small  Package  Delivery  Service,  and  Section  CC,  Domestic  Express  Freight  Next  Business 
Day  Delivery  Service  and  Domestic  Ex-press  Freight  Second  Business  Day  Delivery  Service. 
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The  Governmenl's  minimum  requirements  Tor  past  experience  are  that  the  ofTeror  demonstrate  through  past 
experience  that  they  have  provided  service  to  a  minimum  of  four  large  accounts  concurrently  (large  accounts  are 
defined  as  accounts  shippmg  in  excess  of  250.000  shipments  per  year)    Additionally  the  orTeror  must  demonstrate 
that  for  twelve  months  during  the  most  recent  three  year  period,  that  they  have  provided  the  Tollowing  number  of 
shipments  for  each  category  of  express  delivery  service,  for  which  they  have  submitted  an  offer,  as  follows: 

a.  Next  Business  Day  Express  Delivery  Service  -  3,000,000  shipments  per  year 
b  Second  Business  Day  Express  Delivery  Service  -  400,000  shipments  per  year 
c  Third  Business  Day  Delivery  Service  -  800,000  shipments  per  year 
d    Next  Business  Day  Express  Freight  Delivery  Service  -  10,000  shipments  per  year 
e    Second  Business  Day  Express  Freight  Delivery  Service  -  3,500  shipments  per  year 

M.4.4  FACTOR  4:  OFFEROR'S  PAST  PERFORMANCE 

The  Government  will  evaluate  the  olTeror's  past  performance  with  corporate  national  and/or  Government  clients  on  projects 
that  are  comparable  to  the  pending  contracts   "Comparable"  means  performance  of  projects  for  large  corporate  and/or 
Government  clients,  valued  m  the  multi-millions  of  dollars  per  corporate  and/or  Government  client,  large  accounts  shipping 
in  excess  of  250.000  shipment  per  year,  clients  who  have  numerous  nationwide  locations  where  both  express  pick  up  and 
delivery  service  is  provided,  and  large  numbers  of  account  holders  within  a  single  corporate  and/or  Government  ciislomcr 
location. 

In  evaluating  past  performance,  the  Government  will  consider  the  olTeror's  history  of  providing  satisfactory  and  quality 
express  delivery  services  to  corporate  national  and/or  government  clients  on  a  scale  similar  to  the  requirements  of  the 
Government    Past  performance  the  Government  means  the  offeror's  history  of  conforming  to  project  requirements,  timely 
performance,  cooperating  with  agencies/organizations,  and  providing  customer  satisfaction 

GSA  will  contact  at  least  three  of  the  coporporaie/Government  accounts  furnished  as  references  by  the  offeror    The 
Government  desires  a  satisfactory  or  favorable  response  to  all  questions  from  references.  The  Government  deems  it  more 
advantageous  when  the  orfercr's  history  of  past  performance  receives  a  rating  of  outstanding  or  superior  as  a  response  to 
questions  from  references    Additionally,  the  Government  deems  it  more  advantageous  when  the  offeror's  history  of  on  lime 
performance  exceeds  the  minimum  requirements  of  95%  for  a  one  year  period    The  higher  the  on  time  performance  level 
acliieved  the  more  value  to  the  Government 

GSA  reserves  the  rights  to  obtain  and  use  other  data  pertaining  to  the  offeror's  performance  in  the  evaluation  of 
proposals    Offerors  lacking  relevant  past  performance  history  shall  receive  a  neutral  evaluation  for  past 
performance 
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M.4.5  FACTOR  5:    DELIVERY  SERVICE 

Factor  Five  contains  two  subfactors  for  Line  Item  1,  Section  CA  and  Line  Item  2  Section  CB;  Delivery  Time  and  Zip  Code 
Coverage.  The  Delivery  Time  subfactor  is  more  important  than  the  Zip  Code  Coverage  subfactor. 

Factor  Five  contains  three  subfactors  for  Line  Item  3  -  Section  CC,  only;  Delivery  Time,  Size  and  Weight  of  Package,  and 
Zip  Code  Coverage    The  three  subfactors  are  in  descending  order  of  importance  the  Delivery  Time  subfactor  is  more 
important  than  Size  and  Weight  of  Package,  and  Size  and  Weight  of  Package  is  more  important  than  Zip  Code  Coverage 

M.4.5. 1  Delivery  Times-  In  addition  to  the  minimum  requirements  stated  in  Section  CA,  CB,  and  CC,  the  Govenunent 
deems  it  more  advantageous  to  have  delivery  of  packages  at  an  earlier  time  of  day.  The  Govertmient  will  evaluate  the 
delivery  time  of  day  that  exceeds  the  minimum  requirements.  The  earlier  the  delivery  time  the  more  advantageous  to  the 
Government. 

CA  -  Ne.xt  Day  -  Earlier  than  12:00  Noon  for  a.m.  delivery  points  and  earlier  than  5:00  p.m  for  p.m.  delivery 
points  . 
Second  Day  -  Earlier  than  5:00  p  m. 
CB  -  Third  Day  -  Earlier  than  5:00  p.m. 

CC  -  Next  Day  Freight  -  Earlier  than  12:00  noon  for  a.m.  delivery  points  and  earlier  than  5:00  p.m.  for  p.m. 
delivery  points. 
Second  Day  Freight  -  Earlier  than  5:00  p.m. 

M.4.S.2  ZIP  Code  Coverage  -  In  addition  to  the  minimum  requirements  stated  in  Section  CA,  CB,  and  CC,  the 
Government  deems  it  more  advantageous  to  have  a  greater  percentage  of  zip  code  coverage.  The  Govenunent  will  evaluate 
the  percentage  of  zip  codes  served  that  exceed  the  mimmum  requirement,  greater  than  95%.  The  higher  the  percentage  of 
zip  code  coverage,  the  more  advantageous  to  the  Government. 

M.4.S.3  Applies  to  Line  Item  3  only.  Section  CC  -  Size  and  Weight  of  Package  -  In  addition  to  the  mimmum 
requirement  stated  in  Section  CC  only,  the  Government  deems  it  more  advantageous  to  have  a  greater  maximum  individual 
package  weight  over  the  300  pounds  and  to  have  a  greater  individual  package  size  over  108"  in  length  and  over  130"  in 
length  and  girth  combined.  The  Government  will  evaluate  the  size  and  weight  of  package  that  exceed  the  minimum 
requirement.  The  greater  the  size  and  weight  of  the  package  that  the  oETeror  can  transport,  the  more  advantageous  the 
offeror's  proposal  is  to  the  Govenmient 

M.4.6  FACTOR  6:    SUPPORT  AND  SHIPPING  SYSTEMS 

Factor  Six  contains  two  subfactors.  Support  System  Capabilities  and  Shipping  System  Threshold    The  subfactor 
support  system  capabilities  is  more  important  than  the  shipping  system  threshold 

M.4.6.1  Support  System  Capabilities  -  In  addition  to  the  Government's  mimmum  requirements  in  Section  CA. 
CB.  and  CC,  the  Govenunent  deems  it  more  advantageous  for  participating  agencies/organizations  to  be  able  to 
access  tracking/tracing  and  prepare  shipping  documents  i.e  CF&P,  CBLs,  labels,  and  reports  using  an  agency- 
owned  personal  computer  in  lieu  of  a  contractor-provided  shipping  system    The  Goverrmient  will  evaluate  the 
capabilities  of  the  offeror's  support  system  to  be  accessed  using  agency-owned  personal  computers  for  tracking  and 
tracing  and  preparation  of  documents 

M.4.6.2  Shipping  System  Threshold  -  In  addition  to  the  Government's  mimmum  reqturements  stated  in  Sections 
CA,  CB,  and  CC,  the  Government  deems  it  more  advantageous  to  have  a  Contractor-provided  shipping  system 
when  fewer  than  25  shipments  are  made  per  week.  The  Govenmient  will  evaluate  the  offeror's  threshold  at 
which  a  Contractor-provided  shipping  system  is  provided,  at  no  cost. 
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M.4.7  FACTOR  7:    ACCESSORIAL  SERVICES 

Fflclor  seven  conlains  Tive  siibraclors    Subraclor  one  is  more  iinporlani  than  subfactors  two  and  three;  subraclors  two  and 
three  are  of  equal  in)portance,  subfaclors  two  and  tliree  are  more  important  than  subfactor  Tour    Subfactor  four  is  more 
Important  than  subraclor  five 

M.4.7.1  Saturday  Service,  Delivery  Time  -  In  addition  to  the  Government's  minimum  requirements  stated  in 
In  Sections  CA,  CB,  and  CC,  the  Government  deems  it  more  advantageous  to  have  delivery  at  an  earlier  time  of 
day  for  Saturday  Service    The  Government  will  evaluate  the  time  of  day  delivery  of  packages  will  be  made  that 
exceed  the  minimum  requirement    The  earlier  the  delivery  time  the  more  advantageous  the  offeror's  proposal  is  to  the 
Govcrimienl 

M.4.7.2  Saturday  Service,  Zip  Code  Covcr«EC  -   In  addition  to  the  Government's  minimum  requirements  slated  In 
Sections  CA.  CB,  and  CC.  the  GovernnienI  deems  it  more  advantageous  to  have  increased  zip  code  coverage  for 
Saturday  Service    The  Government  will  evalute  the  offeror's  percentage  of  ZIP  Code  coverage  which  exceeds  the 
minimum  requirement    The  higher  the  percentage  of  zip  code  coverage  the  more  advantageous  to  the  Governmenl 

IV1.4.7.3  Increased  Liahilily  CovcraEC  -  In  addition  to  the  Government's  minimum  requirements  slated  in  Sections 
CA,  CB,  and  CC,  the  Government  deems  it  mote  advantageous  to  have  an  increase  in  the  maximum  per 
package  liability  coverage  above  the  minimum  requirement  of  $50,000  per  package    The  Government  will 
evaluate  the  offeror's  increased  liability  coverage  above  the  minimum  requirement.  The  greater  the  increased  liability 
coverage  the  more  advantageous  to  the  Governmenl 

M.4.7.4  Sunday  and  Holiday  Service,  Zip  Code  Coverage  -  In  addition  to  the  Government's  minimum 
requirement  stated  in  Sections  CA,  CB,  and  CC,  the  Government  deems  it  more  advantageous  to  have  increased  zip 
code  coverage  for  Sunday  and  Holiday  Service    The  Governmenl  will  evaluate  the  offeror's  percentage  of  ZIP 
Code  coverage  which  exceeds  the  minimum  requirement    The  higher  the  percentage  of  zip  code  coverage  the  more 
advantageous  to  the  Governmenl 

IVI.4.7.5  Sunday  and  Holiday  Service,  Delivery  Time  -  In  addition  to  the  Government's  minimum  requirements 
slated  in  Sections  CA,  CB.  and  CC,  the  Government  deems  it  more  advantageous  to  have  delivery  at  an  earlier  time 
time  of  day    The  Government  will  evaluate  the  time  of  day  delivery  of  packages  will  be  made  that  exceed  the 
minintutn  requirement    The  earlier  the  time  of  delivery  of  packages  is  made,  the  more  advantageous  to  the  Government. 

M.4.8  FACTOR  8:   PROJECT  MANAGEMENT  AND  IMPLEMENTATION 

Factor  Eight  contains  Iwo  subfaclors    The  project  management  subfactor  is  more  important  than  the  implementation 
subfactor. 

M.4.R.!  Project  Management  -  Evaluation  of  this  subfactor  will  be  based  on  the  offeror's  demonstrated  understanding 
of  the  slatemcnl(s)  of  work,  and  the  relationship  between  the  offeror's  project  manager,  other  support  staff  and 
corporate  officers    The  Government  will  also  evaluate  the  number  of  employees  dedicated  lo  each  applicable 
agency/organizational  elemenl     In  addition  to  the  Governmenl's  minimum  requirement  slated  in  Section  G.6.for  a 
project  manager  with  a  minimum  of  2  years  experience  managing  projects  comparable  to  the  pending  contract,  the 
Governmenl  deems  it  more  advantageous  to  have  a  dedicated  project  manager  with  more  than  Iwo  years  experience,  Ihe 
more  experience  Ihe  offeror's  project  manager  has,  Ihe  more  advanatageous  the  offeror's  proposal  is  to  Ihe  Governmenl. 

M. 4.8.2  Implcmcnlaliun  -  In  addition  lo  the  Government's  minimum  requirements  stated  in  Sections  CA,  CB,  and  CC,  Ihe 
Governmenl  deems  il  more  advantageous  to  have  accounts  established  earlier  than  the  minimum  requirements.  The 
Government  will  cvaliialc  the  offeror's  time  line  for  establishment  of  accounts  that  exceed  the  minimum  requirements. 
1  he  shorter  the  period  o(  implementation  Ihe  more  advantageous  to  the  Government 
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M.4.9  FACTOR  9:   CUSTOMER  SERVICE 

Fnclor  nine  conlnin.^  l«o  siibracCors;  Exleiidcd  Service  Coverage  and  Weekend/Holiday  Service  Coverage. 
Subrnclor  one  is  more  iinportani  (lian  subfactor  (wo 

M.4.9. 1  Eitcndcd  Weekday  Scnicc  Coverage  -  In  addlion  lo  the  Government's  minimum  requirements  stated  in 

in  Sections  CA.  CB,  and  CC.  the  Government  deems  it  more  advantageous  lo  have  extended  hours  of  Customer 

Service  Coverage  where  personnel  staff  the  toll-free  telephone  numbers    The  Government  will  evaluate  the 

hours  of  operation  Monday  through  Friday,  when  the  toll  free  lelephone  number  will  be  staffed  with  personnel    The  longer 

llic  toll  free  telephone  number  will  be  staffed  with  personnel,  if  offered,  (he  more  advantageous  the  offeror's  proposal  is  to 

the  Government 

M. 4.9.2  Eilcndcd  Weekend  and  Holiday  Service  Coverage  -  In  addition  to  (he  GovcrnmenCs  minimum 
requlrcincnls  staled  in  Sections  CA,  CB,  and  CC,  the  Government  deems  it  more  advantageous  to  have  a  loll  free 
telephone  number  staffed  with  personnel  on  weekends  and  holidays.  The  Government  will  evaluate  the  Weekend 
and  Holiday  Customer  Service  Coverage  provided  via  a  toll  free  lelephone  number  staffed  with  personnel  offered,  if  any. 
The  longer  the  hours  staffed  with  personnel  the  more  advantageous  the  offeror's  proposal  is  to  the  Government 

M.5  EVALUATION  OF  PRICING  PROPOSAL  M-FSS-FCXA-395  (MARCH  1995) 

(a)  1  he  pricing  proposal  will  be  evaluated  separately  from  the  technical  proposal.  The  Government  must  ensure 
that  all  prices  are  fair  and  reasonable    While  technical  factors  are  more  imponant  than  price,  price  is  an  important 
concern.  The  pricing  for  the  base  year  and  all  option  years  will  be  evaluated  for  all  items    An  offer  which  is 
materially  unbalanced  as  lo  prices  for  the  base  and/or  option  years,  or  for  some  weight  categories  against  other 
weight  categories  may  be  rejected    An  unbalanced  offer  is  one  which  is  based  on  prices  significantly  less  than  the 
cost  for  some  weight  categories  and  significantly  more  than  the  cost  for  other  weight  categories. 

(b)  The  price  proposals  will  be  evaluated  separately  for  each  line  item  s(a(ed  below:: 

Line  item  No.  1  -  SIN  640-1   -  Section  CA  -  Domestic  E.xpress  Nex(  Business  Day  Small  Package  Delivery 

Service  and; 
SIN  64(1-2  -  Domeslic  Express  Second  Business  Day  Small  Package  Delivery  Service 

Line  Item  Nn.  2  -  SIN  640-J  -  Section  CB  -  Domestic  Third  Business  Day  Small  Package  Delivery  Service 

Line  Item  No.  3  -  SIN  640-4  -  Section  CC  -  Domestic  Express  Freight  Next  Business  Day  Delivery  Service  and; 

SIN  640-5  -  Domestic  Express  Freight  Second  Business  Day  Delivery  Service 

(c)  The  price  proposals  for  each  line  i(cm  will  be  evaluated  based  upon  the  projccled  volumes  in  Section  B.2 

Schedule 
nf  Items  and  Prices.  All  services  within  a  line  item  will  he  added  for  the  total  price  per  line  item,  i.e.  shipment  prices 
and  acccs.snrial  prices.  The  evaluated  price  will  be  ha.scd  on  the  ofrcred  price  minus  the  Industrial  Funding  Fee  times 
the  projected  volumes  in  Section  B.2  equals  the  Evaluated  Price.  The  Industrial  Funding  Fee  will  be  included  in 
award  pricc(s)  and  rcricctcd  in  the  total  amount  charged  to  ordering  activities. 
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Section  M.4.1  Factor  1,  paragraph  2,  states  specifically  that  if  the  prospective  bidder  is 
not  a  CRAF  participant,  their  proposal  will  be  rejected.    If  this  is  the  case,  there  are 
only  two  heavyweight  an-  freight  carriers,  Burlington  Air  Express  and  Emery 
Worldwide,  operating  on  a  nationwide  scale.    There  are  potentially  onlv  two  bidders. 
See  section  CC.2. 

Section  M.4.2  Factor  2  was  detailed  in  CC.4.7  and  CC.7.2.   GSA  is  proposing  a 
contract  which  can  not  be  performed  by  anyone! 

Section  M.4.3  Factor  3.    No  small  business  air  freight  company  has  any  clients  with 
250.000  shipments  per  year.    Only  Burlington  and  Emery  meet  this  requirement.    Thus, 
all  small  business  air  freight  companies  are  excluded  from  this  contract.    Since  this  is 
classified  as  a  "go-no  go"  provision  of  this  solicitation,  small  business  cannot  qualify.   Is 
it  any  wonder  that  we  are  disturbed  when  Commissioner  Pugliese  makes  misleading 
written  representations  to  Members  of  Congress  that  "...there  continues  to  be  ample 
opportunity  for... small  business  air  freight  companies  to  compete  for  Government 
traffic".    It  should  also  be  stated  that  no  air  freight  company  in  America  has  ever 
contracted  to  support  a  program  of  this  magnitude.   This  "bigger  is  better",  "one  size 
fits  all"  approach  flies  in  the  face  of  decades  of  fact  and  performance  by  small  business 
air  freight  companies  who  came  into  being  primarily  because  the  large  air  freight 
operators  could  not  handle  every  size  package  to  every  destination  and  deliver  on  time. 

Section  M.4.4  Factor  4.    There  is  no  company  that  meets  this  requirement.    There  are 
no  commercial  customers  shipping  as  much  airfreight  as  the  government  so  it  is 
impossible  to  have  a  client  doing  business  on  a  similar  scale.    Also,  no  corporate 
customers  have  the  strict  service  requirements  that  are  outlined  in  this  contract. 

Section  M.4.5.3.    National  Air  Cargo  and  the  other  heavyweight  air  freight  companies 
are  particularly  sensitive  to  this  item  because  it  is  the  prime  issue  that  impacts  upon  our 
business.    In  our  discussions  with  GSA,  we  were  advised  that  this  solicitation  was  going 
to  specifically  exclude  heavyweight  air  freight,  their  premise  being  "if  that  was  the  bulk 
of  our  business,  we  should  not  worry  about  any  impact  from  this  solicitation".    We  can 
now  only  surmise  that  not  only  does  GSA  misrepresent  it's  intent  and  actions  to 
Members  of  Congress,  but  also  to  those  of  us  in  the  air  freight  business.   We  can  only 
wonder  if  this  section  was  included  in  this  solicitation  because  we  as  American 
businessmen  exercised  our  Constitutional  rights  when  our  Government  was  taking 
actions  contrary  to  our  best  interests  as  citizens  and  those  of  our  employees  as  tax- 
paying  American  citizens.    If  GSA  would  simply  drop  the  weight  level  included  in  this 
solicitation  to  150  lbs.  per  individual  package,  small  business  heavyweight  air  freight 
firms  would  have  a  chance  to  continue  to  compete  for  heavyweight  cargo  and  stay  in 
business.    We  urgently  ask  the  Congress  to  mandate  this  contract  change  in  the  interests 
of  compliance  with  the  law  against  contract  bundling  and  in  maintaining  fair,  free  and 
open  competition  among  the  smaU  businesses  that  specialize  in  heavyweight  air  freight. 
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Section  M.4.6.1  and  M.4.6.2.   Reiterate  that  the  winner  of  this  contract  must  invest 
millions  of  dollars  in  computer  equipment  and  software. 

Section  M4.8.1.   Since  no  small  business  air  freight  company  has  ever  managed  a 
contract  of  this  size,  nor  could  they,  they  are,  prima  facia,  excluded  from  participation. 

THE  FOLLOWING  CLAUSE  IS  DELETED  FROM  THIS  FORM 

26.  52.219-8   UTILIZATION  OF  SMALL  BUSINESS  CONCERNS  AND  SMALL  DISADVANTAGED 
BUSINESS  CONCERNS  (FEB  1990) 

(a)        It  is  the  policy  of  the  United  States  that  stnall  business  concerns  and  small  business  concerns 
owned  and  controlled  by  socially  and  economically  disadvantaged  individuals  shall  have  the 
maximum  practicable  opportunity  to  participate  in  performing  contracts  let  by  any  Federal 
agency,  including  contracts  and  subcontracts  for  subsystems,  assemblies,  components,  and 
related  services  for  major  systems. 

Item  26.  52.219-8  above  was  deleted  from  this  contract.   Why  is  the  GSA  going  against 
the  policy  of  the  United  States?   Since  this  section  was  removed,  are  they  telling  us  that 
GSA  would  not  do  business  with  a  small  business?   This  section  backs  up  what  I  have 
been  saying  all  along.   Emery  Worldwide  is  the  only  carrier  that  has  the  potential  of 
winning  this  contract.   Emery  is  one  of  two  heavyweight  airfreight  carriers  with  the 
employees  and  resources  to  handle  a  contract  of  this  magnitude.   They  are  the  only 
carrier  that  meets  every  requirement  of  this  contract  except  the  item  which  demands 
overnight  service  to  95%  of  the  ZIP  Codes.    If  this  item  was  modified  so  that  the 
percentage  was  reduced,  then  Emery  would  be  the  only  responsive  bidder.   Emery  is  a 
smart  company  and  they  will  obviously  know  this.   If  they  have  no  competition,  they 
can  charge  rates  in  excess  of  what  the  government  is  navinp  now.   That  would  be  just 
fine  for  GSA  because  GSA  would  just  make  more  money. 
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Presenied  Before 
Congress  of  the  United  States 
Committee  on  Small  Business 
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National  Newspaper  of  the  Trucking  Industry 


\l  1  WNDHI  \.\  \  .  MA'i  ; 
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TRANSPORT  TOPICS  May  29.  IMS  —  PaB«23 


Digest 

(Continued  fom  page  3) 

:  .mil  S«-pt.  n  at  the  requost  of  several  cnmpanici  In  the  Inter- 
lusliy(TT.  5-18-85.  p  3), 

/  25  FHWA  rrauested  cnmments  on  whether  (t  should  hold 
menbngthcnjka  until  Jan.  1.  May  1  or  June  1.  1996.  as  some 
iHve  reunested.  The  tgency  also  uked  for  comments  on 
«.uRht  by  the  Amerlcin  Trutltlng  AjBottatlons  IntemuMlul 
»\A  other  tnicldng  group). 

led  FHWA  to  etempt  tiudter?  that;  toad  containers  and  pro- 
rnllre  over-the-road  lervtce;  load  containers  and  a,^suine 
(llty  for  movementu  performed  by  nthen;  and  receive  t.i>n- 
ilomestic  lervtco  and  put  them  on  tralm  when  cajgo  weight 
tHons  are  Included  In  the  bllb  of  lading 
.iippy  to  see  that  they're  addrcMlng  the  iwues  we  raised  In  ou" 


iiiya  will  not  \ym  considered    Finei  are  Mill  being  levied  i 

irr  still  being  stuck.  Let's  get  on  with  It." 

iilsti  wants  comments  on  the  rijles'  Impact  on  electronic  ilatn 

ge  and  whether  ftddltJonal  steps  are  needed  to  educate  Um- 

[wrs  about  compllanoe. 

ncy  rejected  a  nrnpoaal  \n  an  Intermodal  Industry  coalition  to 

U).(XM>-pound  threshold  (or  compliance  FMWA  also  spumed 

by  the  National  Industrial  Transportation  League  for  a  del^ 

igerwy  completes  an  overweight  container  itndy. 


David  L.  Sparlanan 


nite  Defeats  Union  In  N.J. 


41-22  aplnst  representatipn  by  the  Teamsters  u 
ly  19  election  Tollowed  Ovemlte  victories  In  Chattanooga, 
a  Fairmont.  W  Va  (TT.  J*05.  p  27) 

iTgnnlJiBri  also  withdrew  from  a  scheduled  vote  on  May  1 1  In 
Mi<1. 

It  n-j-  tin-  onlrugeom  lactic  the  Teamsters  u»ed  to  drny 

Irtho  .nvoleln  Lnlnglon  and  UmdiMi,  Ky..aTid  fq;iilnlii 

irn.  N.J..    Bi4ld  Paul  lleaton.  lenliir  vlt*  pfcmklenl  of  opcra- 
trf^  for  Richmond.  Va. -based  Ovemlte. 
than  ySO  Ovemlte  employees  In  four  locations  have  lieen 
free  dwlce  by  the  very  union  that  purport)  to  be  the  defender 
ghtj." 


Launches  Next-Day  Overseas 

I'arcel  Service  will  ofTer  neit  Higtil-out  service  from  the  U  S 

ss  destinations  In  more  than  IM  countries  and  territories 

luy  11) 

iintuiy  wUd  24-hour  deUverlei  to  major  International  business 

I  Europe.  LAtin  Am«rtct  tnd  the  AiU-PaclBc  region  also  will 

:l  by  Its  UPS  SonlcAlr  nibddlary. 

«  will  vary  based  on  origin,  weight  and  the  proximity  of  Inter- 

.iteway  cities,  with  a  base  rate  oftseS  ncr  package  for  the  flnrt 

t.  U  PS  said.  The  new  service  U  available  24  hours  a  day.  seven 

pk,  lG!i  days  a  year 

antB-l>a.sea  package  carrier  began  domestic  next-day  air  ser- 

igh  UPS  SonlcAlr  earlier  this  yw  (TT.  4-17-95.  p.  3).  UPS 

iiriy  siicitss  of  die  ikjmestlc  vrvli«  persuaded  It  to  introduce 

mat  neit- (light -out  service  before  Us  originally  scheduled 

iter  thb  year 


K  Signs  Supplier  Pacts 

Kiprt'ss  Cf>rp  broke  with  its  past  practices  and  signe<l 
Its  with  eight  manufacturers  t"  he  sole  suppling  nf  compo- 
vrhldes  (or  Its  over-the-road.  shuttle  and  Frelglit  pickup  and 
li-ds.  Small  packi^^  P&D  vehicles  are  covered  under  other 


with:  Cummins  Engine  Co  for  engines;  Freight- 


vnri  Imdies.  Hockwell  Ir 

niifnctiiring  0>  for  converter  dollies.  Utilimaster  Corp   for 

•dies;  and  Wal>asli  National  (^rp  for  trailers 
iiils  SHid  the  agreements  represent  die  beginning  of  a  rrla- 
twccit  the  ctmipaiiles  Titcy  ditllneil  to  say  hcjw  many  vplij- 
hr  onh-retl   FedE«  operates  35.<mi)  vrliiHes,  and  any  ni-w 
tiiHler  the  ugmemvnts  would  In>  fur  lioth  replacement  mu\ 

Jim  McNamara 


GSA 


Pena 

(Cmitiniieil  fwtit  jtaRc  3} 
Mr  Uoiiohue agreed  "Technology 
is  not  (he  prohtcm  with  u  welghl-dls- 
liUR-e  tku.  It's  (Milltlc^.  TIm-  technolo- 
gy will  be  here  anyway  " 

On  the  siibj<-ct  of  alcohol  testing, 
Mr,  Pefta  saicf  llw  ctirrent  eiemplion 
fmin  pn*-«'mnhiyincnt  testing  would 
aintiniie,  hut  lie  slre«cd  the  need  for 
(>»ngre«  to  re|>eul  any  langiiiigp  man- 
<latingpre-empl<iymenl  akxilKil  tests 


"It  would  be  best  If  Congress 
woiiltl  ellmiimte  this  atlngelher  fn>m 
the  iMxiks." 

Mr,  Donohiie  asjted  whether  the 
testing  burden  could  be  shifted  fur- 
ther (rt»ni  carriers  to  state  imd  fi-«lcr- 
at  ofnclah 


ddside 


HKid     Mow  we  Kft  there  should  mil 
l>e  n«ed  in 


Rocor 


nifr.. 


r2) 


r,\  ills 


In   MMN, 

from  ts-tilml  Moridit  In  ( ;hiirU-«t(>ii. 
S  (;..  to  tiike  ixlviiiitugi-  »f  iH-w  bu.si- 
ness  hiiuliiiv  c<mtnlner^  from  (lie 
|Mirl  Tliiit  business  grew  nipidly, 
eipuiidiug  into  13  teriiilnalK  from 
New  Jerwy  tti  Floridn  anil  I  loiiston. 

Land's  refrigerated  tnicklng  busl- 
nevi  peaked  in  1993  with  revenues  of 
^ippnmmiitelv  144  million  The  com- 
,M,n    ..p,.T.,.-,l   (.■.n.H.iU   in    Lake 

lngt.H,.NC 

Actording  to  Bmtir.  the  Joseph 
Ijind  gTTHip  ntude  moitey coiulstent- 
ly  until  the  early  port  of  I9H9,  wlien  it 
switche<l  from  owner -opera  tors  to 
tompany-(wn<-.l  tractors 

-While  Ihe  plan  had  merit,  the 


1.1 
■dlrtt1e«l  i-iiiens 
lions  ofdolliirr  In  loss<Hi.- 

Tl.e  conminiy  sought  outsi.tc 
investment  fntm  Omver^tlnn  Inilus- 
tries  of  Posadrnn.  Cnlif.,  a  nw-ahant 
bank  that  Invested  In  hieh-gniwth 
jKrtential  companies  with  the  idea  of 
taking  them  public 

C:ontlnuine  losses  prevented 
Joseph  I^no  from  going  through 
with  a  pubhe  stock  ofTering.  Bocor 

As  p;irl  of  its  s^^^letnent  reorgaiii7Ji- 
tion  plan.  Ittiii>r  said  it  woultl  pay  off 
(.Tediltin  of  ArchwHy  Tniiisporliillon 
Services,  on  afDIlate  of  losorih  Im»\ 
Croup,  on  substantially  the  same 


s  othei 


ured  credlloi 


vitli  payments  cappe<l  at  $4-5  ir 


..ffK-er  ofCF  Molor  Freight,  MenI 
Park,  ( :alit  .  i.I:i:^t.Ml  Inuking  indii! 

In'  priLiiic  pi;i'  tjici  in  a  spti-ch  t 
(l,.N,iOml(e1r..rr,.    I   li.b 


lle 


lid  he  is  opHni 


•of  II 


:  about  Ihr 


(li'teriiinife.  just  as  it  h.is  in  the  pas- 

,,,?,LV'ir"nnV'.'l,",',p'or'ah!,,rnf 

H,l,l„  ,„!,,. U„.„„„g (;„„«.(. 

iilntcil  FrciBi'Uvavs  liing-haill 
in.  larrier  l.nl  >.Mr.  ™!l  LTI. 
virlih  rc,i>.i<ii  Ix-low  I9U0  levels 

iv.n  tl si'  ll.r  i,..n[.a..y  lias 

i<ivc'^>e<l  ni';irly  t4<l<l  inllliiiii  over 
llic  p.x^t  five  yi'iir^  li>  iiiipnive  cus- 


(Ctmttnueilfnun  ;wgi-  3) 
We  feel  tliry  luive  an  ..Mi(<ati.m  tf 
lul  (Ills  Iti  llic  Ketlersil  Itegliler  « 
liiit  any  interested  n<Tson  fun  pre 
eiit  llieir  vlexCT,"  said  J.plin  Baftlen 
I  irniniel  U,r  the  National  Motir 


.piires  a  rulemaking  proeeejliig 

The  agency  Is  expected  In  meet 
witli  carriers  again  In  discuss 
clianges  in  Its  pmpsised  prr>gram. 
Nn  meetings  liad  Keen  scliediiled 
as  nf  late  last  week  and  CSA  iiiri- 


iclicil  To, 


CFMF's  President  Blasts 
Industry  Pricing  Practices 

have  a  lieiiltliy  LTL  tnicking  indiis- 
tr>-."  he  said  "We  can  help  drive 
do>vn  the  total  cost  of  logistics  and 
take  cycle  time  out  of  the  prrKvss. 
but  we've  got  to  bring  L'TL  rates 
hack  in  line  with  the  actual  costs  of 
doing  hu! 


E-.I  LTL  c 

V  level  of  cooperation 


w  National  Master  Freiglit 


iiiterin(»dal  shipping  and  increase 
the  amount  oF  freight  handliog 
work  done  by  part-time  casual 
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ADVERT1SINQ,  EXECUTIVE, 
CIRCULATUN.  EDTTORIAl 
&  PRODUCTION  OFFICES: 

Road  Alexandria.  VA  22314 
70:^«38-1746  FAX  703-83(W)285 

MIchaalJ.HayM 

Difvclor  of  AOvwttsing 

703-838-1771 

Virginia  Bltdto* 

Production  Manager 
703-836  1769 

KathicCt>nnMl 

Prodxtion  Coordinator 

70CHt38-1768 

Otvon  Wlillama 

Adveitsing  Sales  CoonSrtafor 
703-838-1748 

ADVERT1SIHQ  SALES  OFFICES: 
EAST  COAST: 

Rob  auk.  Re^onat  SMS  Uanager 


AOtnttlocafiv  404-36S-am 


PMw  lovalo,  R«pional  SoMs  ManaQtr 

I3S11  8  Naicht)T>.Otl«n(]ParKIL  eOM2 

70832M064 


MIDWEST: 

RotWft  Hulairan.  Rtfonai  SoIm  Uantgai 

7609  Dm  Msadow  Or .  Lousvte.  Ky  40241 

502-228-9956  FAX  502  2299957 

Omohlocaline   3ti^96l5893 

SOUTHEAST: 


Paul  TurcMlB.  Paul  TurcMlA  S  Assoaales 

2340  PtazB  M  Amo,  Tonanrs  CA  90501 

3lM1B-900e  FAX  3l(W18-9293 

San francaoo local in»  4)5^7-7735 


Subscription 

Questions? 

Comments? 

Call:  800-517-7370 
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FINAL 


Statement  of 

Allan  W.  Beres 

Assistant  Commissioner 

Office  of  Transportation  and  Property  Management 

Federal  Supply  Service 

General  Services  Administration 

Before  the 

House  Committee  on  Small  Business 

October  11,  1995 


Madam  Chairwoman,  I  am  Allan  Beres,  Assistant  Commissioner  of  the  Office  of 
Transportation  and  Property  Management,  Federal  Supply  Service,  General  Services 
Administration.  On  behalf  of  the  Administrator  of  General  Services,  Roger  Johnson,  I  want  to 
express  my  appreciation  for  the  opportunity  to  offer  testimony  today  on  the  subject  of  GSA's 
express  small  package  and  freight  services  procurement. 

This  afternoon,  I  would  like  to  provide  you  with  an  overview  of  our  responsibilities  relative  to 
Federal  transportation  and  discuss  the  General  Services  Administration's  (OSA's)  current 
initiative  to  reduce  govemmentwide  freight  service  costs. 

GSA's  Role  in  Transportation  Management 

Under  authority  granted  by  the  Federal  Property  and  Administrative  Services  Act  of  1949,  as 
amended  (40  U.S.C.  481),  GSA  is  responsible  for  prescribing  policies  and  procedures  that  are 
advantageous  to  the  Government  in  terms  of  economy,  efficiency,  and  service  in  the  area  of 
transportation  and  traffic  management.  These  policies  are  published  in  the  Code  of  Federal 
Regulations  (41  CPR  101-40  and  41)  and  disseminated  to  in  Federal  civilian  agencies. 
GSA  also  makes  available  to  Federal  agencies  a  variety  of  programs  designed  to  simplify  the 
procurement  of  transportation  services  and  to  assure  that  Federal  shipments  are  moved 
efficiently  and  at  the  least  cost  to  the  American  taxpayers. 
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Rxpress  Transportation  Delivery  Services 

Since  1984,  OS  A  has  acted  to  support  its  customer  agencies,  by  providing  through  contracts, 
the  same  express  small  package  delivery  services  available  to  the  public  but  at  significantly 
lower  prices  than  those  offered  commercially.  GSA  achieves  savings  by  consolidating 
requirements  and  negotiating  on  behalf  of  Federal  agencies  for  quality  services  at  significantly 
reduced  rates.  For  example,  under  our  current  contract,  Federal  agencies  are  paying  $3.99  for 
next  day  delivery  services  to  ship  a  one  pound  package,  instead  of  paying  commercial  rates 
which  can  range  from  $14  to  $25  for  comparable  services.  Total  cost  avoidances  to  Federal 
agencios  using  OSA's  express  small  package  contracts  in  lieu  of  paying  commercial  charges 
exceed  $100  million  annually.  During  the  1 1 -years  GSA  has  been  contracting  for  these 
services,  activities  transported  more  than  41  million  shipments  and  saved  more  than  $1  billion 
through  use  of  this  cost  effective  program. 

In  light  of  the  success  of  the  express  delivery  services  program,  GSA  surveyed  Federal 
activities  to  determine  whether  additional  services  should  be  added  to  the  next  contract. 
The  responses  to  that  survey  indicated  widespread  use  of  second  and  (hint  day  small  package 
and  next  day  and  second  day  freight  services.  Activities  submitting  requirements  for  these  line 
items  indicated  they  spend  about  $76.4  million  annually  for  these  services.  Because  of  the 
volume  of  these  requirements  and  the  millions  of  dollars  spent  by  Federal  agencies  each  year 
to  obtain  these  services,  GSA  believed  it  clearly  in  the  interest  of  the  Government  to  centrally 
procure  for  these  requirements  along  with  the  next  day  express  small  package  services  already 
provided  in  the  current  contract. 

Seventy-six  customer  activities,  including  the  Department  of  Defense  (DOD),  indicated  they 
would  participate  as  users  of  the  express  transportation  services  contract  and  responded  with 
the  requirements  contained  in  the  solicitation.  GSA's  contracting  office  reviewed  the 
procurement  in  accordance  with  established  guidelines  and  procedures  and  determined  that  the 
solicitatbn  should  not  be  set  aside  for  small  businesses.  The  Small  Business  Adnunistration 
subsequently  concurred  on  this  fmding  of  GSA's  contracting  office  and  the  solicitation  was 
issued. 

Because  we  believe  it  essential  for  representatives  of  the  carrier  industry  to  have  the 
oppotiuaity  to  comment  on  our  procurement  plans,  we  requested  carrier  comments  on  a  draft 
of  our  service  requirements  and  later  conducted  a  pre-bidders'  conference  where  we  asked  for 
carrier  views  on  the  issued  solicitation.  Comments  were  thoroughly  considered,  and  where 
appropriate,  the  statement  of  work  was  revised  in  line  with  industry  recommendations. 

Benefits  of  Using  Contracts 

Contncts,  like  the  pending  express  transportation  delivery  services  procurement,  offer  a 
number  of  benefits  to  Federal  agencies. 
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First,  the  use  of  contractual  arrangemenu  can  promote  cost  efficiencies.  When  a  large  share  of 
the  volume  can  be  placed  with  particular  carriers,  the  shipper  can  achieve  the  leverage  needed 
to  obtain  substantive  improvements  in  service  and  sharp  reductions  in  transportation  costs. 

Second,  rating  can  be  simplified  and  the  likelihood  of  overcharges  reduced.  Both  industry  and 
govCTnment  shippers  commonly  overpay  commercial  transportation  bills.  This  occurs 
principally  because  of  the  myriad  of  potential  rates  that  can  be  charged.  Contracts  establish 
rates  for  basic  and  accessorial  services  thereby  simplifying  the  administrative  review  of 
traniportation  bills  and  ensuring  the  i^plicable  rate  is  charged. 

Third,  rates  are  set  for  the  contract  period  which  is  important  to  agency  forecasting  and 
budgeting. 

Fourth,  tenders  generally  include  only  basic  services  between  a  limited  number  of  origins  and 
desdnation  points.  The  express  transportation  services  contract,  however,  will  include  a 
minimum  of  95  percent  of  all  ZIP  codes  within  the  United  States  and  Puerto  Rico.  In 
addition,  it  provides  a  variety  of  tracking  and  management  information  reports  not  available 
through  traditional  tender  arrangements. 

Fifth,  use  of  GSA's  express  transportation  services  contract  will  efiable  agencies  to  focus  their 
personnel  resources  on  mission-related  functions  rather  than  on  the  procurement  of 
transpoilatlon  services. 

POD  Requirements 

Since  luuing  the  solicitation  earlier  this  year,  GSA  has  received  a  number  of  inquiries  from  air 
freight  forwarders  expressing  concern  about  the  inclusion  of  DOD  air  freight  shipments  as  part 
of  the  express  transportation  services  requirements.  Specifically,  the  concern  has  been 
expressed  that  OSA  is  contracting  for  the  "same"  services  as  those  previously  procured  for 
unsuooessf\iUy  by  DOD  and  that  such  a  procurement  could  adversely  impact  on  the  air  freight 
fionvardcrs'  industry.  As  clarification,  the  scope  of  GSA's  procurement  for  freight  services  is 
much  more  limited  than  was  the  DOD  procurement. 

In  tenns  of  volume,  we  were  advised  by  DOD  that  their  procurement  involved  166.000  next, 
second  and  third  (limited  locationx)  business  day  freight  shipments,  GSA's  procurement 
includes  an  estimated  36,000  DOD  AND  11,000  civilian  agency  next  business  day  and  second 
business  day  frdght  shipments. 

DOD's  procurement  for  freight  services  had  a  lower  weight  threshold  (100  pounds)  and 
contained  no  weight  ceilings  or  size  limitations  on  either  single  or  multiple  piece  shipments. 
OSA'f  pending  procurement,  however,  requires  service  for  single  piece  shipments  weighing 
151  pounds  up  to  300  pounds  and  places  a  weight  limit  of  4,000  pounds  on  multiple  piece 
shipments.  It  is  our  understanding  that  the  DOD  shipments  that  fit  within  the  size  and  weight 
UnUts  specified  in  GSA's  solicitation  represent  only  about  22  percent  of  that  agency's 
esUntated  annual  air  freight  shipments.    We  have  also  been  advised  that  less  0um 
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omt  portent  of  all  DOD  next  and  second  business  day  freight  is  currently  transported  by  air 
freight  forwarders  because  they  cannot  meet  DOD's  tracking  and  tracing  requirements  or 
because  they  are  not  participants  in  the  Civil  Reserve  Air  Fleet  (CRAF)  Program. 

OSA  has  also  included  in  its  solicitation  a  SOO  mile  exclusionary  provision  for  DOD.  This 
exclusionary  provision  will  provide  DOD  with  the  flesubility  to  use  non-contract  carriers  for 
all  three  line  items  when  the  delivery  location  is  within  SOO  miles  from  the  point  of  origin. 
Accordingly,  freight  carriers,  regardless  of  mode,  may  continue  to  market  their  services  and 
continue  to  receive  shipments  from  DOD  installations. 

Impact  on  MHitarv  Readiness  and  Small  Business  Goals 

DOD  is  one  of  76  Federal  activities  participating  in  GSA's  Bxpress  Transportation  Services 
procurement.  While  OSA  is  willing  to  incorporate  other  agency  requirements  into  its 
solicitations,  it  is  each  individual  agency's  responsibility  to  consider  whether  such 
consolidation  of  requirements  will  have  any  impact  on  its  mission  or  on  its  level  of 
participation  in  socio-economic  programs. 

Future  Procurements 

OSA  addresses  customer  agency  requirements  as  they  are  identified.  At  this  time,  we  have 
plans  to  survey  agencies  for  their  international  express  delivery  services  requirements.  If  the 
surveys  indicate  sufficient  volumes  and  interest  on  the  part  of  agencies  to  warrant  a  centralized 
procurement,  we  will  consider  developing  a  solicitation  for  those  services. 

Conclusion 

It  has  been  our  experience  with  express  delivery  services  that  consolidating  agency 
requirements  and  centrally  contracting  for  services  creates  administrative  efficiencies  and 
i«sultt  in  the  best  opportunity  for  the  Government  to  receive  consistent,  high  quality  services, 
at  the  lowest  possible  cost  to  taxpayers. 

With  regard  to  concents  about  how  GSA's  procurement  will  affect  small  business  air  freight 
forwarders,  we  believe  there  should  be  no  significant  impact.  The  air  freight  forwarding 
industry  generally  delivers  packages  larger  than  those  encompassed  in  the  scope  of  the  small 
package  portion  of  the  solicitation.  For  the  next  and  second  business  day  freight  delivery 
seivioes  portion  of  the  procurement,  which  will  be  awarded  to  one  contractor,  GSA's 
procurement  will  consolidate  only  a  portion  of  DOD's  freight  delivery  requirements,  lliere 
should  be  a  minimum  of  130,000  DOD  shipments  available  to  the  carrier  community, 
including  small  businesses,  outside  the  scope  of  the  GSA  contract. 

I  would  be  pleased  to  answer  any  questions  you  may  have  at  this  time. 
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Good  afternoon  Madame  Chairman  and  members  of  the  Committee  I  want  to  thank  the 
Committee  for  calling  this  hearing  on  contract  bundling  and  your  continued  effons  on 
behalf  of  small  business 

My  name  is  Jim  Foster  and  I  am  the  Executive  Director  of  the  Airforwarders  Association 
Our  Association  was  formed  in  1 99 1  by  15  airforwarding  small  business  companies  who 
felt  the  need  to  band  together  for  mutual  support  and  development  of  joint  resources  We 
now  have  87  forwarder  members  as  well  as  3 1  associate  members  who  have  an  interest  in 
the  well  being  of  our  industry 

I  do  not  need  to  state  to  this  Committee  how  a  healthy  small  business  community  is  vital 
to  our  nation's  economy  You,  of  all  Committees,  know  that  the  majority  of  the  growth  in 
jobs  comes  from  the  small  business  sector,  while  the  Fortune  500s  continue  to  downsize 
and  lay  off  workers 

Today's  Hearing  gives  you  the  opportunity  to  look  at  the  personal  attention  and  unique 
skills  of  small  forwarders  in  the  military  heavyweight  freight  business  For  years,  these 
forwarders  have  provided  DoD  a  level  of  service  and  expertise  that  is  vital  to  national 
security  as  well  as  the  national  economy. 

We  fiilly  agree  with  Congressional  efforts  to  reform,  streamline  and  modernize  the  way  the 
government  performs  many  of  its  necessary  fimctions  In  the  shipping  business,  the  results 
are  not  difficult  to  quantify— did  the  shipment  arrive  when  it  was  needed,  and  was  it  done 
efficiently  and  economically? 

We  know  that  this  Committee  will  oppose  efforts  to  undermine  the  participation  of  small 
business  or  exclude  them,  and  this  goal  should  not  conflict  with  the  goal  of  overall  reform 

You  have  actively  opposed  the  notion  of  bundling  as  it  affects  small  business,  and  the 
GSA  proposal  for  heavyweight  freight  is  a  classic  case  of  bundling. 
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These  shipment,  mostly  military,  have  been  handled  in  an  efficient  and  economic  manner 
by  a  number  of  intensely  competitive  small  companies  Independent  air  freight  forwarding 
companies  serving  out-of-the-way  military  depots  are  part  of  an  established  network 
which  is  critical  in  times  of  national  security  crises 

These  freight  forwarding  companies  are  simply  asking  for  the  right  to  continue  to  compete 
for  this  important  business  For  most  of  them,  military  heavyweight  shipments,  often 
repair  parts  and  other  emergency  supplies,  constitute  the  majority  of  their  business  Jobs 
will  be  lost,  competition  eliminated,  and  the  network  destroyed  if  the  GSA  bundles  this 
business  to  one  large  company 

This  is  one  of  a  number  of  areas  where  GSA  is  operating  against  the  express  wishes  of 
Congress  by  changing  or  attempting  to  modify  established  business  practices  in  order  to 
charge  fees  or  collect  rebates  from  these  business  transactions  GSA  did  not  inform  the 
Congress  of  the  bundling  proposal,  but  gave  evasive  responses  as  to  why  they  think  it  will 
work,  what  would  be  the  effect  on  small  business,  and  who  is  behind  this  idea  in  the  first 
place    To  this  day,  no  one  knows  the  answers  to  these  questions. 

The  Small  Business  Administration,  experts  in  military  logistics  and  procurement,  as  well 
as  the  House's  Small  Business  Committee  have  opposed  this  bundling  proposal  as 
unworkable,  ill-conceived  and  unfair  GSA's  expansive  plans  are  coming  at  a  time  when 
everyone  else  is  proposing  a  smaller  and  more  efficient  government. 

There  are  no  pricing  benefits  to  the  government,  no  administrative  efficiencies,  no  service 
improvements,  no  cost  savings,  and  no  compelling  reason  for  GSA  to  propose  this  other 
than  to  make  up  for  reduced  appropriations. 

There  are  a  number  of  questions  that  the  Airforwarders  Association  would  like  to  raise  in 
opposition  to  the  GSA  bundling  proposal  We  would  respectfiilly  ask  this  Committee  to 
address  six  areas: 
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1     No  air  freight  forwarder  can  qualify  to  submit  a  proposal  based  on  the  technical 
evaluation  provisions  of  the  RFP 

Section  M  of  the  RFP  contains  several  factors  that  are  listed  as  "go,  no-go"  factors 
In  other  words,  you  must  meet  the  minimum  requirements  in  order  to  qualify  as  a 
bidder  Factor  3  is  a  "go,  no-go"  factor  and  Factor  3  concerns  "Offeror's  Past 
Experience"    It  reads  as  follows: 

"The  government's  minimum  requirements  for  past  experience  are  that  the 
offeror  demonstrate  through  past  experience  that  they  have  provided  service  to 
a  minimum  of  four  large  accounts  concurrently  (Large  accounts  are  defined 
as  accounts  shipping  in  excess  of  250,000  shipments  per  year.)" 

None  of  the  forwarder  members  of  our  Association  can  meet  this  minimum 
requirement,  and  I  am  not  aware  of  any  forwarder  in  the  United  States  who  can  This 
technical  requirement  and  others  in  the  RFP  seem  to  be  directing  this  competitive  bid 
for  services  toward  one  specific  provider  In  fact,  one  of  the  accessorial  services 
(Electronic  Signature  Service)  requested  in  the  bid,  and  therefore  one  of  the 
considerations  in  selection,  is  offered  by  only  one  express  transportation  company  in 
the  United  States 

If,  in  fact,  this  bid  has  been  designed  around  the  services  of  a  particular  company,  why 
spend  the  time  and  money  to  put  it  out  for  bid'' 

Question  Can  the  GSA  give  more  than  one  example  of  potential  offerors  that  can 
meet  these  requirements? 

2     GSA  states  in  Section  CC  1  of  the  RFP  as  follows: 
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"Federal  agencies  have  a  requirement  to  ship  single  and  muhiple  packages  weighing 
more  than  150  pounds  for  next  business  day  and  second  business  day  delivery  This 
requirement  is  satisfied  primarily  with  tenders  provided  by  the  transportation 
industry." 

The  fact  is  that  the  current  system  of  tenders  is  providing  an  effective  and  efficient 
means  of  meeting  the  fi-eight  requirements  of  the  federal  agencies  The  Department  of 
Defense,  for  instance,  has  a  staff  of  professional,  trained,  and  experienced  traffic 
personnel  who  manage  transportation  in  each  of  the  major  supply  depots  around  the 
country  These  professionals  select  from  among  transportation  companies  that  have 
tenders  on  file,  and  who  have  the  ability  to  provide  the  transportation  required 

Question:  If  the  federal  agency  requirement  for  next  day  and  second  day  freight 
service  is  presently  being  met,  why  make  a  change  from  the  present  system'' 

3  Section  CC  4  of  the  RPP  requires  that  the  contractor  provide  next  day  or  second  day 
delivery  service  to  "  95%  of  all  zip  codes  located  in  the  contiguous  United  States 
(CONUS),  Alaska,  Hawaii,  and  the  Commonwealth  of  Puerto  Rico 

Question:  Can  GSA  point  out  even  one  transportation  company  that  can  provide 
overnight  delivery  to  95%  of  oW  zip  codes  in  the  United  States'' 

I  do  not  believe  they  can  because  over  20%  of  the  zip  codes  are  P  O  Boxes,  APOs 
and  FPOs  that  are  deliverable  by  the  USPS  only 

Does  the  GSA  have  any  studies  that  demonstrate  the  requirement  to  provide  next  day 
or  second  day  service  to  95%  of  even  the  80%  of  the  zip  codes  that  are  available  for 
delivery''  The  forwarding  community  is  now  serving  the  needs  of  the  commercial 
market  with  standard  delivery  services  to  about  77%  of  the  available  zip  codes  in  the 
United  States.    It  appears  that  this  requirement  is  a  carryover  fi-om  the  requirements 
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for  the  Small  Package  Express  Delivery  portions  of  the  RPP  where  there  may  be  a 
need  for  greater  delivery  ai-ea  requirements 

4     The  objectives  of  the  RFP  as  described  by  the  GSA  in  Section  CC  5  are 

".  .  to  provide  quality  package  delivery  service  to  the  government  at  below 
commercial  prices,  reduce  administrative  costs,  obtain  detailed  management 
reports,  and  enable  the  user  to  follow  commercial  procedures  when  shipping 
domestic  freight  packages  " 

As  far  as  we  have  been  able  to  determine  the  government  is,  through  the  tender  system 
now  in  effect,  receiving  quality  service  at  less  than  commercial  prices 

It  is  inconceivable  that  the  addition  of  the  GSA  administration  will  reduce  the 
administrative  costs  to  any  of  the  parties  involved  In  fact,  the  rebate  of  1%  of  the 
transportation  cost  required  by  GSA  Industrial  Funding  (Section  I  42)  will  have  the 
effect  of  raising  the  cost  to  the  user  by  at  least  1%  (and  perhaps  more)  if  the 
contractor  finds  it  necessary  to  increase  his  charges  due  to  the  extra  burden  of  GSA 
administration  requirements 

To  the  extent  that  they  are  required  by  the  government  agencies  involved,  detailed 
management  reports  are  available  now  from  the  transportation  companies  providing 
the  services 

To  the  extent  that  they  are  required  by  the  government  agencies  involved,  commercial 
shipping  procedures  are  available  now  In  fact,  as  far  as  we  can  determine, 
transportation  companies  prefer  commercial  shipping  procedures  over  the  use  of  a 
government  Bill  of  Lading 
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Question:  Since  all  of  the  objectives  of  the  GSA  RFP  are  currently  being  met  by 
the  practices  and  procedures  now  in  effect,  what  is  the  purpose  of  the  GSA 
attempt  to  interpose  itself  between  the  shippers  and  the  transportation  companies'' 

5  GSA  puts  great  weight  on  the  fact  that  this  RFP  covers  a  broad  range  of  government 
agencies,  and  that  many  agencies  and  departments  (58  mandatory  users)  will  benefit 
from  the  administrative  burden  and  training  requirements  that  they  are  placing  on  the 
contractor  In  fact,  it  appears  to  us  that  based  on  the  GSA  traffic  estimates  we  have 
seen,  the  only  government  department  that  will  be  tendering  traffic  involved  in  the 
Express  Freight  Section  of  the  RPP  will  be  the  Department  of  Defense  It  is  very 
difficult  to  imagine  that  GSA  could  have  any  expertise  in  logistics,  transportation,  or 
administration  that  could  benefit  the  military  The  fact  is  that  the  Department  of 
Defense  spends  a  great  deal  of  money  and  time  training  people  in  the  science  of 
logistics  and  transportation  They  have  at  their  transportation  depots,  people  who  are 
especially  trained  to  perform  the  administrative  selection  and  evaluation  processes  that 
are  set  forth  in  the  GSA  RFP  The  services  required,  and  the  procedures  and  fijnctions 
outlined  in  the  RFP,  are  all  mainly  covered  in  the  Tender  Agreements  already  on  file 
with  the  Department  of  Defense  The  additional  administrative  burden  caused  by  GSA 
interference  in  the  process  already  in  place  can  do  nothing  but  increase  the  cost  to  the 
contractor,  and  therefore,  to  the  government 

Question:  Can  the  GSA  give  any  details  on  the  part  of  the  estimated  express 
freight  traffic  that  is  not  from  the  Department  of  Defense'' 

Question:  Can  GSA  demonstrate  any  expert  qualification  in  the  area  of 
transportation  and  logistics  that  are  not  already  available  in  the  Department  of 
Defense'' 

6  There  will  be  no  savings  for  the  government  based  on  volume  buying  as  forecast  by 
GSA    The  current  tenders  on  file  that  cover  this  traffic  are  based  on  higher  volumes  of 
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freight  traffic  than  are  covered  under  this  RFP  Competitive  pressures  have  already 
driven  down  the  rates  to  the  point  where  margins  are  extremely  low  Further 
escalation  of  costs  to  the  contractor  because  of  additional  and  unnecessary  services 
required  in  the  GSA  RFP  can  only  lead  to  higher  costs  to  the  government  Any 
savings  that  were  realized  on  the  small  package  program  previously  in  effect,  as  cited 
by  GSA,  were  based  on  a  reduction  from  the  standard  commercial  rates  The  current 
DoD  costs  for  the  transport  of  express  freight  already  reflect  a  substantial  reduction 
from  standard  commercial  rates. 

Question:  Can  GSA  provide  any  studies  or  other  evidence  that  would  verify  their 
forecast  of  substantial  government  savings  as  a  result  of  this  contract  bundling'' 

It  is  apparent  that  GSAs  intention  in  trying  to  include  freight  transportation  buyers 
under  their  web  of  influence  has  no  basis  in  improving  service,  reducing  costs  to  the 
government,  or  improving  efficiency  of  government  In  fact,  award  of  the  described 
services  to  a  single  contractor  would  eliminate  the  competitive  factor  in  the  tender 
program  that  has  served  the  government  so  well  in  the  past  in  maintaining  low  cost 
and  quality  service 

We  believe  that  the  true  motivation  of  the  GSA  in  trying  to  extend  their  influence  over 
government  agency  freight  transportation  buyers  is  found  in  Section  I  of  the  RFP  As 
previously  mentioned,  Section  I  43  Industrial  Funding  Fee  requires  that  the  contractor 
rebate  to  GSA's  Federal  Supply  Services,  1%  of  total  sales  under  the  contract  Total 
sales  under  this  RFP  are  estimated  at  $107  8  million  by  GSA  (we  believe  the  total  will 
be  much  higher)  We  have  been  unable  to  get  assurances  from  GSA  that  the  rebate 
percentage  will  not  increase  We  believe  that  GSA  plans  to  increase  the  rebate  for 
express  transportation  as  it  has  for  other  forms  of  transportation  in  the  past  It 
appears  that  GSA  is  balancing  their  budget  by  charging  other  government  agencies  for 
worthless  or  redundant  services 
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In  summary,  let  me  again  thank  you  for  your  efforts  in  behalf  of  small  business  The 
Congress  and  this  Committee  has  been  the  best,  and  often  the  only,  hope  we  have  to  fairly 
participate  in  the  procurement  process  If  GSA,  DoD,  or  indeed  any  agency  will  not 
follow  the  guidelines  recommended  for  the  participation  of  small  business,  only  the 
Congress  can  see  to  it  that  they  do  so  We  appreciate  your  listening  to  our  problem,  and  1 
will  be  happy  to  respond  to  any  questions  the  Committee  may  have 
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U.S.  Small  business  administration 

^     ,    itf  Washington,  D.C.    20416 
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Good  ftftaneoB,  Chmlnromaa  Meysrs  and  BeBbars  of  tta«  eeBslttaa. 
X  «■  Jer*  aiovar,  tta«  chlaf  coubbaI  for  Adveeaey  in  tha  D.a. 
saall  Buaiaaaa  AdalBiatratloB.   with  «a  tbia  aftaraooa  la  jia 
O'Connor^  tha.  Aaalatant  Cblaf  ceuaaal  for  Preeuramaat  Poliey. 

I  aa  plaasad  to  appaar  bafera  tba  Cemaittaa  en  Baall  Buaiaaaa  aad 
I  thanlc  you  for  tba  opportunity  to  abara  tba  Tiava  of  tba  offiea 
of  xdveoaoy^  ragardiag  tba  bundling  of  fadaral  eentraeta  and  ita 
affact  on  small  firaa. 

Baall  buaiaaaa  rapraaanta  a  eritieal  and  vary  iaportaat  aaetor  of 
our  aooneay.  Nucb  of  our  nation 'a  aoonoaie  aotiTity  aad  grovtb 
ean  ba  traead  to  tba  aaall  buaiaaaa  ooaaunity.  Baall  firaa  a^ploy 
alBoat  CO  pereant  of  tba  work  forea,  ara  raaponaibla  for  eraating 
Boat  nav  joba  and  produoa  tba  largaat  abara  of  aignifioant 
innovationa. 

Bowevarr  aaall  firaa  raeaiva  a  ralatlvaly  aaall  piaoa  of  tba 
govarnaaat  proouraaant  pia.  Xa  X  bava  aantionad  in  prior 
taatiaony  bafora  tbia  eoaaittaa/  aavan  goyamaant  priaa 
contractera,  togatbar^  raeaivad  aora  fadaral  eontraot  dollara  in 
yy  '94  tban  all  aaall  buaiaaaaaa  eeabiaad.  contract  bundling  aay 
bava  ooatributad  to  tba  aora  tban  93*  billion,  or  about  20%  of 
all  priaa  oontraeta,  raeaivad  by  tbaaa  aavaa  firaa  in  fadaral 
eontraota. 

Tba  abara  of  fadaral  proouraaant  dollara  currantly  raeaivad  by 
tba  aaall  buaiaaaa  ooaaunity  ia  diaproportionata  to  tba  banafit 
aaall  firaa  provida  tba  aoonoay.  Tbia  raiaaa  tba  baaie  policy 
quaation,  bov  abould  «a  ba  apanding  our  proouraaant  dollaraT  If 
it  ia  in  tba  national  Intaraat  to  proaota  eeapatition,  i.a.  by 
promoting  aaall  firaa,  tban  wa  naad  to  anaura  tbat  proouraaant 
dollara  ara  apant  to  furtbar  tbat  objaotiva.  contrast  bundling 
atiflaa  eospatition  and  davaatataa  tba  growtb  and  davalopaant  of 
aany  aaall  firaa. 

siaply  put,  eontraot  bundling  ia  tba  eonaelidation  of  aultipla 
eontraot  raquiraaanta  into  a  aingla  large  eontraot  aolieitationi 

eontraot  bundling  ia  a  growing  problaa  and  aajor  ooneara  of  tba 
aaall  buaiaaaa  eeaauaity.  Pnfertunaf iv.  it  ia  a  trend  tbat  !■ 
■dvaneiaa  nndar  the  auapiaea  of  eaBtraat  ■iaalioitv.  but  witb 
davaatatine  reaulta  aaBigaBted  in  leaa  aeaDatitien.  hiehar 
eevamaant  eeata  in  tha  lana  run  and  raduaad  aaall  buainaaa 

Boaa  aay  eontraot  bundling  aavaa  aeaay.  Rovavar,  tba  aavlnga,  if 


*  Tba  viava  azpraaaad  in  tbia  taatiaony  ara  aolaly  tbeaa  af 
tba  Chief  counaal  for  Advocacy  and  aay  not  naoaaaarily  raflaet 
tba  viava  of  the  0.8.  Baall  Buainaaa  Adainiatration  or  the 
Adainiatration. 
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realiiad,  art  gentrally  ahort-t«XB.  By  daslga*  buBdllag  raduoas 
ooBpatitlea  —  and  raduoad  eoapatltloa  laada  to  Boaopoliaa  —  and 
■oaopoly  povar,  raaulta  la  hlghar  prleoa,  favar  iaBevatioBa  and  a 
Btiflad  aatrapranaurlal  anvironBaat  ovar  tha  loag-taza. 

z  do  agraa  that  la  80MK  eaaaa  oeaaelidatloa  of  ooatraot 
raqulreaaata  aakaa  aaaaa  for  tha  goToraaiaat.  Howarar,  tha 
eoBselidatioB  aust  ba  doaa  In  auoh  a  vay  that  aaall  flraa  ara  aet 
axeludad  aa  playara  la  tha  govaraaaat  proouraaaat  arana. 

Sareral  waaka  age,  a  fezmal  rapert  vaa  aaat  to  tha  Praaldaat 
outllaiag  tha  top  aisty  raeoaaaadatloaa  of  tha  19f9  Whlta  Houaa 
Coafaraaea  oa  Saall  Bualaaaa.  Tha  Whlta  louaa  coafaraaea 
raeoBBaadatloaa  rapraaaat  tha  aoat  ourraat  aad  forward  thiaklag 
of  tha  aaall  bualaaaa  eoBBualty.  Tha  raeoMiendatleaa  ara  tha 
rasult  of  a  yaar-loag  affort  iarolvlag  ovar  fifty  atata 
oeafaraaoaa,  a  aatloaal  eoafaraaea  aad  thouaaada  of  eoaearaad 
aaall  bualaaaa  ovaara. 

At  tha  Juaa  19iS  aatloaal  coafaraaea,  sera  than  aooe  aaall 
bualaaaa  dalagataa  froa  areuad  tha  eouatry  partlelpatad  aad 
flaalliad  tha  top  raeeaaaadatloaa .  faraa  of  tha  alzty 
reeoaaaadatloaa  foeuaad  oa  laoraaalag  or  Isprevlag  proeuraaaat 
opportuaitlaa  for  aaall  flraa.  Oaa  of  tha  kay  raeeamaadatleaa 
focused  apaclfleally  oa  eeatraet  buadllag.  That  raeomBeadatioa 
la  aa  follows a 

••ooapatltloa  faheuld]  aet  ba  atlflod  by  perBlttlag 
federal  agaaeiaa  to  ■■buadle**  ooatraot  requireaeata 
beyoad  the  reach  aad  capability  of  aaay  small  flraa." 

Chalrvcaaa  Meyers  aad  aaabera  of  the  ceaalttee,  Z  atteadad  aest 
of  the  state  coafareaeaa  aad  vlalted  vltb  aaay  aaall  bualaaaa 
delegates  froa  arouad  the  eouatry.  Coatraet  buadllag  la  a  UML 
issue  that  is  squaeiiag  BIAL  buslaesses. 

The  Office  of  Advocacy  stroagly  aupporta  slBplifyiag  the 
procureaeat  proeoas.  Aad,  ve  fully  ackaovladge  that  with  tha 
shriakiag  of  both  federal  procureaeat  dollars  aad  the  goyeraaeat 
work-force,  there  la  a  aaed  to  siapllfy  aad  atreaaliae 
acg:ulsitlca  procedures.   Bewewer,  it  is  laperatlve  that  our  seal 
to  refora  be  auffldeatly  balaaced  with  the  aatloaal  aaed  to 
proaote  aaall  buelaeaa  aad  the  aerkat  fercea  laflueaelag  l9BSt2 
tarn  aeoneaie  growth. 

Btiadllag,  while  redudag  the  auaber  of  procureaeat  actloaa, 
limits  specific  procureaeats  to  firms  of  a  eertaia  aisa  — 
excludlag  aew  aad  aaaller  firms.  The  mere  buadllag  that  takes 
place  the  leaa  oeapotltlye  procuremeata  become,  reaultiag  la 
fewer  peteatial  auppliera  aad  higher  ocats. 

For  exaaple,  the  Alrforwarders  Assoclatiea  receatly  aaked  the 
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offie*  of  Adveeaoy  for  aaslstaaoo  rogardln?  a  amall  paekago  and 
fralght  dolivory  aolieltatioa  laauod  In  Juna  by  08A.  Tbo 
asaoelatien,  aoholng  tba  ooaoaraa  of  many  aaall  ladapaadaat 
carrlara  vhe  faal  batrayad  hj   the  8elioitatloa»  portrayed  tba  aax 
proposal  aa  a  priaa  axaapla  of  eoatraot  buadling. 

Tha  aaaoelation  furtbar  auggaatad^  and  Z  bava  to  agraa^  that... 
••&  raaaosabla  datarmlaatioa  aaeda  to  ba  aada  of  bov  tba 
goraniBent  can  reealYo  tba  aorvioaa  it  aaaka  vltbout  daatroylag 
tba  bualaaaaea  of  tba  Indapandant  air  forvardara  vbo  bava  baaa 
aarviolag  tbaaa  govanmant  requiraaaata,  and  vltbout  aaerlficiag 
tba  joba  of  tba  people  vbo  depend  on  tbeae  forvarding  eoapaniaa 
for  tbeir  livellbood." 

Tbe  Gax  aolieltatioa  ia  daaigned  to  aerriee  aultipla  federal 
agenclea,  including  tbe  Department  of  Defense  (DoD)  vitb  ezpraas 
email  paokage  and  ezpreaa  freight  delivery  aervioea.  Bovever,  it 
ia  anticipated  that  more  than  fifty  percent  of  tbe  federal 
abipmanta  vill  be  directed  by  tbe  Department  of  Defenao.  Xa 
auebr  68A,  under  tbia  arrangement  vould  be  aerving  aa  DoD' a  agent 
in  oontraoting  for  milliona  of  dollars  of  defense  related 
ablpaenta . 

It  is  our  underatanding  that  certain  proviaiona  in  tbe  OSA 
solicitation  are  deaigned  specifically  to  meet  Dod'b  beavyveigbt 
air  freight  delivery  aervices  aeeda.  These  ara  tba  same 
proourament  requirements  that  DoO  bad  packaged  in  a  conoolidated 
Guaranteed  Traffic  aolicitation,  in  vblch  Sepreaeatative  X«aralce 
and  the  Office  of  Advocacy  questioned  last  year.  Tbe  Ouaranteed 
Traffic  contractual  arrangementa  for  beavyveigbt  delivery 
services  vere  cancelled  by  DoD,  but  bava  nov  aurfaoed  in  tba 
conaolidated  OBA  solicitation. 

rurtber,  QBk  baa  auggaated  that  the  8BA  concurred  vitb  tba 
express  delivery  solicitation  after  revieving  it.  This  is  a 
misleading  account.  SBA'a  Procurement  Center  Representative 
(FCR)  DID  VOT  approve  the  KTV,   but  rather  concurred  that  tve  or 
more  small  firma  vould  likely  not  have  the  capability  or 
roooureeo  to  meet  tbe  requirements  of  tbe  solicitation,  and  aa 
such,  agreed  that  it  abould  not  be  aat-aaida  for  email 
businasaea.  rurtber,  the  aise  and  aeope  of  tbe  June  aolicitatien 
are  aubataatially  different  from  vbat  BB&  revieved  in  Auguat 
1994. 

ve  believe  tba  08A  aclicitation  falls  clearly  vitbin  doD'b 
atatutery  dafinitien  of  contract  bundling,  rurtber,  ve  believe 
tbe  Bolicitation  ia  not  in  atep  vitb  specific  Congreeeional 
intent  against  bundling  and  rune  counter  to  tbe  government's 
overall  policy  of  promoting  competition  and  maximum  utilisation 
of  small  firma  in  federal  procurementa.  In  our  opinion,  tbe 
aclicitation  aeeka  to  accempliab  indirectly  vbat  DoD  vas  aaked 
not  to  do  directly. 
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Bundling  Is  net  a  n«v  problaa.  slgalfioant  eonotma  ragardlng  th« 
bundling  of  imtmnmm   eontraeta^  premptad  tba  congraaa  to  ineluda 
apeeifie  guidanoa  and  dafining  language  in  tha  lt94,  Oapartmant 
off  Dafanaa  autberiiatien  lav.  Saotioa  847  of  tba  aational 
Dafanaa  Autboriiation  met  for  19»4  (P.L.  lOS-iCO)  apaeifically 
dafinaa  eontract  bundling  aa  tha  ••conaolldation  of  tve  or  nora 
preeuraaant  ragulramanta  of  tha  typa  that  vara  pravioualy 
aelleitad  and  avardad  aa  aaparata  anallar  eontraeta  into  a  aingla 
larga  eontraet  aolicitation  llkaly  to  ba  unauitabla  for  avard  to 
a  aaall  buaiaaaa.. .."  rurthar,  aaotion  847  diraeta  tha  Saeratary 
of  Dafanaa  to  daralop  vaya  to  ineraaaa  partielpation  of  aaall 
firma  in  DOD  proeuraaanta. 

Zronieally/  at  about  tha  aaaa  tima  OBA  vaa  iaauing  ita  aaaaiva 
deliyary  saryiea  aolicitation,  tha  Zntamal  Ravanua  Sarriea 
■nnounead  it  vould  ba  breaking  eontraeta  into  aaallar  pieees* 
Aeeording  to  the  IMS,   and  aa  reported  in  the  Waahingten  Peat  on 
July  s  199S  and  in  teatiaony  before  thia  ceoHittae,  its  rationale 
for  breaking  a  |i  billion  eontraet  into  aBaller  pieeea  vaa  to 
give  federal  of flelala  Bora  control  over  aany  expendituree  they 
sake  and  bring  sore  efficiency  to  government  eontraetlng.  The 
IM  further  euggeated  that  the  break-up  of  the  foraerly 
conaelldatad  eontraet  vould  give  it  sere  flexibility  and  aaka  it 
easier  to  evaluate  vhat  the  govemaent  la  getting  for  ite  Boney. 
ve  applaud  the  ZU  for  reeegniiing  the  iaportanee  of  aaallarf 
■ore  aanagaabla  eontraeta  and  for  encouraging  the  partieipatloB 
ef  Bultiple  priBo  eontraetora. 

AS  z  indicated  earlierf  contract  bundling  ia  not  a  aev  iaaue. 
The  House  small  Business  subcommittee  en  Procurement »  Tasatiom 
and  Tourism  held  a  hearing  on  oentraot  bundling  in  July  ef  1993. 
several  email  buslnaee  evnera  teatifiad  that  contract  bundling  ia 
a  major  impediment  to  their  firms'  participation  in  federal 
oontraeting.  My  ataff  eontaeted  aome  of  the  I99J  vitneaaaa  and 
found,  not  aurpriaingly,  that  eontract  bundling  ia  atill  a  major 
ooncem. 

zn  another  recant  asaapla,  the  vatienal  Aeronaut lea  and  space 
Adminiatratien  (MABA)  aaaounced  leas  than  tve  monthe  ago  ita 
intention  to  eeaselidate  SB  eontraeta  verth  aome  91.2  billion, 
eurrently  Involving  SC  eentxaetere,  into  a  aingla  prima  contract. 
Zn  addition,  SBA's  Vrocurement  Center  Repreaentativaa  (PCBs), 
loeated  in  federal  buying  eentera  around  the  country,  continue  to 


'  on  July  13,  1993,  the  Rouse  Small  Business  Subcommittee  on 
Procurement,  Taxation  and  Tourism  held  a  hearing  on  the  impact  of 
contract  bundling  on  small  buainess  participation  In  DoD 
contracts.  Executives  of  aaveral  small  businaases  testified  that 
contract  bundling  la  a  major  impediment  to  their  firms' 
participation  in  federal  contracting. 
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eeafroBt  eeasolidAtad  or  buadlad  preottr«B«Bt  raqulraacBts  f roa 
BiiB«roua  agaaolaa. 

rurtbar,  prerialaaa  la  tba  Fadaral  Aequlaltlea  atraamllalag  Xot 
of  19f4  (FABA)  axpaad  tha  usa  of  taak  ordar  eontraeta,  aapadally 
la  tha  araaa  of  adTlaory  and  aaaistanea  aorvleaa.  Tha  aaall 
buaiaaaa  ooaaauaity  la  troubled  that  tbaa*  provlaleaa  vlll  only 
furtbar  aaeouraga  buadliag  of  oeatraet  raqulraaanta  ia  a  aaaaar 
tbat  will  affaetivaly  pravaat  aaall  fima  froa  aeapatlag. 

Contract  tottadllag  atlflaa  fraa  a&d  opaa  eoapatltloa.  It  la  a 
growing  preblaa  tbat.  If  laft  uaeorraetad,  vlll  algaifieaatly 
burt  tba  aaall  bualaaaa  eoaaunlty.  Tba  of flea  of  Advoeaoy  la 
vary  eoneamad  about  tba  bundling  laaua  and  baa  raeaatly  awardad 
a  raaaareb  oontraet  to  a  prlvata  flra  to  atudy  and  asaaaa  tba 
ooatraet  bundling  problaa.  X  vlll  provlda  tba  reaulta  of  tbla 
atudy  to  tba  Coaalttaa  aa  aooa  aa  tbay  ara  ayallabla. 

riaallyf  tba  Offloa  of  bdrocacy  raeoaaaada  tbat  tba  congraaa  and 
tba  Adalalatratloa  oonaldar  taklag  tba  follevlng  aetlona  to  atop 
tba  grovlng  problaa  of  oontraot  bundling i 

1.  Congraaa  abould  aaand  tba  Saall  Bualaaaa  Aet  to  doflna 
apaolfleally  vbat  la  aaant  by  eontraet  bundling; 

1«  Tba  vadaral  Aoqulaltloa  Ragulatloaa  (FJOi)  should  ba 
aaaadad  to  Inoluda  a  atroag  policy  atataaaat  agalnat 
contract  bundling;  and, 

t,   ■ubeontraotlag  plan  raqulraaanta  abould  ba  tlgbtaaad 
and  tba  applleatloa  of  aubeontraetiag  plana  uaad  aa  a 
bay  avaluatloa  faotor  by  agaaclaa. 

Contract  bundling  daapaaa  fraa  and  eoapatltlva  aarkata  vbleb  can 
laad  to  1700.00  baaaara  and  92,000  toilat  aaata. 


Thank  you  for  lotting  aa  ahara  tba  Tlava  of  tba  Offloa  of 
Advocacy. 
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STATEMENT  OF  WILLIAM  F.  GREMMELS 
PRKSIDENT  OF  AALCO  FORWARDERS.  TWP . 


I  appear  here  to  tell  the  Committee  how  the  plan  of  the 
Military  Management  Command  (MTMC)  for  re-engineering  the  DOD 
Personal  Property  Programs  will  put  my  company  out  of  business, 
along  with  many  other  small  business  concerns  who  have  provided 
services  for  the  movement  of  household  goods  and  personal  effects 
between  points  throughout  the  United  States  and  to  and  from 
overseas  points . 

AALCO  is  a  small  company  with  eight  employees  which  has 
annual  gross  revenues  of  10  to  12  million  dollars,  practically 
all  of  which  is  derived  from  military  household  goods.   In  order 
to  provide  this  service  to  the  Military,  AALCO  has  built  up  a 
network  consisting  of  310  agents  who  supply  the  infra-structure 
in  the  form  of  warehouses,  trucks  and  personnel  required  to 
perform  the  pickup,  packing  and  unpacking  of  these  shipments, 
respectively  at  origin  and  destination.   240  of  these  agents  are 
located  throughout  the  United  States,  and  as  pertinent  here,  with 
rare  exception  they  are  all  small  business. 

AALCO,  with  its  requisite  agency  networks  has  participated 
in  the  DOD  Personal  Property  Programs  for  over  ten  years .   I  have 
nearly  3  0  years  of  experience  in  this  business  and  together  with 
my  eight  employees,  we  total  over  100  years  of  experience. 

Presently,  the  Military  obtains  the  required  transportation 
of  its  household  goods  shipments  under  a  very  competitive  bid 
process  under  which  the  traffic  or  business  is  equitably 
distributed  among  big  and  small  business  concerns  alike  which 
have  met  MTMC's  service  qualifications  and  submitted  competitive 
rates.   Specifically,  rates  are  filed  electronically  pursuant  to 
an  exemption  from  the  Federal  Acquisition  Regulation  (FAR) , 
specifically  established  for  this  transportation  of  government 
shipments.   The  qualified  carrier  that  submits  the  lowest  rate  on 
a  given  route  is  awarded  the  largest  share  of  the  traffic  but 
other  carriers  meeting  MTMC's  service  requirements  have  the 
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opportunity  to  match  the  low  rate  and  participate  in  the  business 
although  at  a  much  lesser  volume.   This  feature  of  the  present 
procurement,  which  has  existed  for  over  3  0  years,  has  two 
distinct  benefits.   First,  my  company  is  able  to  survive  even 
though  we  did  not  establish  the  low  rate  provided  we  are  able  to 
meet  it  and  our  agents  are  able  to  survive  with  us.   Second,  the 
government  has  available  to  meet  its  traffic  demands  not  only  the 
facilities  of  the  bidder  establishing  the  low  rate  and  its  agency 
network,  but  also  the  facilities  of  all  the  bidders  who  met  this 
low  rate  and  their  combined  agency  networks.   This  benefit  has 
properly  been  termed  by  MTMC  as  equitable  traffic  distribution. 

Under  a  so-called  re-engineering  concept,  MTMC  now  proposes 
to  change  all  this  and  place  all  of  its  traffic  on  a  given  route 
into  the  hands  of  a  single  carrier.   Under  the  re-engineering 
plan,  all  carriers  and  their  agents,  other  than  the  single 
successful  bidder,  will  be  out  of  business  for  a  period  of  two  to 
five  years. 

Since  AALCO's  business  is  exclusively  military,  it  will  not 
be  able  to  survive  if  the  MTMC  re-engineering  plan  goes  into 
effect . 

This  "winner-take-all"  feature  of  the  MTMC  proposal  tilts 
the  level  playing  field  in  favor  of  big  business  and  against 
small  business  concerns.   Large  moving  companies  will  be  able  to 
survive  without  the  military  business;  on  the  other  hand,  small 
carriers  such  as  my  company,  and  its  affiliated  small  business- 
agents,  cannot. 

Further,  the  MTMC  re-engineering  proposal  completely 
dismantles  the  simple  bidding  procedure  under  the  FAR  exemption, 
specifically  enacted  for  the  transportation  of  government 
shipments  and  substitutes  the  very  complex  and  detailed 
regulations  contained  in  the  FAR.   Most  small  business  concerns 
are  not  familiar  with  these  regulations  and  cannot  afford  to  hire 
additional  personnel  needed  for  them  to  be  able  to  submit  the 
voluminous  contract  proposals  required  and  to  understand  and 
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administer  all  the  regulations  involved.   This  again  favors  large 
concerns  who  are  in  a  better  position  to  meet  these  burdensome 
requirements  with  their  existing  personnel . 

I  view  the  MTMC  re-engineering  of  the  DOD  Personal  Property 
Programs  as  a  death  sentence  for  my  company  and  for  the  many 
other  small  business  concerns  similarly  situated.   I  do  not 
believe  this  is  necessary  since  all  segments  of  the  moving 
industry  have  advised  MTMC  in  unison  that  they  are  ready  and 
willing  to  provide  MTMC  the  same  benefits  it  desires  through 
amendment  of  the  present  program.   If  this  course  was  adopted,  my 
company  and  the  many  other  small  business  concerns  could  continue 
to  participate  in  the  DOD  Personal  Property  Programs. 

In  conclusion,  I  recognize  that  I  have  no  right  to  be  kept 
in  business  by  a  preferential  award  of  this  government  business. 
I  am  not  seeking  a  small  business  set  aside.   All  I  ask  is  for  a 
continuation  of  the  level  playing  field  which  will  permit  my 
company  and  other  small  businesses  to  participate  in  the  DOD 
Personal  Property  Programs  provided  they  meet  the  standards  of 
service  established  by  the  MTMC  and  offer  a  competitive  rate. 

I  appreciate  any  consideration  this  Committee  may  see  fit  to 
give  to  this  problem. 

Thank  you . 
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My  name  is  Joe  Harrison.  I  am  President  of  the  American  Movers  Conference  located  in 
Alexandria,  Virginia.  This  statement  is  submitted  in  response  to  this  Committee's  invitation  to  testify 
regarding  the  Military  Traffic  Management  Command's  proposal  to  re-engineer  its  personal  property 
program  and  its  affect  on  small  businesses  in  the  household  goods  moving  industry,  as  well  as  its  effect 
on  competition  in  the  federal  government  procurement  process. 

The  American  Movers  Conference  represents  all  segments  of  the  household  goods  moving 
industry,  including  van  lines,  local  agents,  forwarders,  and  independent  movers.  The  moving  industry 
generates  revenues  of  $7  billion  annually.  It  includes  25  national  van  lines,  approximately  1,000 
independent  movers,  4,500  agents  of  van  lines,  many  of  whom  are  also  regulated  carriers  in  their  own  right 
( 1 ,000),  and  30,000  independent  owner-operators  who  own  equipment  and  contract  with  carriers  to  perform 
much  of  the  physical  transportation  of  household  goods.  We  employ  450,000  workers,  operate  66,000 
trailers,  32,000  tractors  and  1 8,000  straight  trucks.  As  an  industry  we  operate  in  every  city,  town,  borough 
and  hamlet  in  the  United  States.   Approximately  2,600  of  these  movers  are  members  of  the  AMC. 

The  relocation  business  is  seasonal.  A  study  of  the  top  twelve  van  lines  shows  that  these  carriers 
moved  659,200  shipments  in  1994  of  which  306,475  were  moved  between  May  15  and  September  30.  Of 
the  military  shipments  in  this  study,  47.6%  were  moved  at  this  same  time.  These  factors  add  stress  to  the 
industry  and  create  summer  capacity  problems  which  can  only  be  met  through  the  use  of  a  nationwide 
network  of  movers. 

This  required  nationwide  system  is  comprised  mostly  of  small  business  movers  (carriers,  agents 
and  forwarders).  According  to  the  1993  annual  reports  filed  with  the  ICC,  only  22  movers  had  total 
annual  revenues  in  excess  of  $18.5  million.  The  majority  of  local  agents  had  revenues  under  $1  million. 
Revenue  is  generated  from  four  types  of  customers:  national  accounts  (corporations  relocating 
employees),  individual  shippers  (COD  movements),  federal  government  (non-military)  employees,  and 
members  of  the  military.  Military  shipments  are  managed  and  regulated  by  the  Military  Traffic 
Management  Command  (MTMC)  working  with  the  separate  military  services. 
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These  small  businesses  perform  local  intrastate  and  interstate  moves.  They  also  are  responsible 
for  origin  and  destination  services  such  as  packing  and  storage  on  long  distance  moves.  Carriers  and 
agents  also  provide  most  of  the  drivers  who  haul  the  shipments,  either  as  employees  or  as  independent 
owner-operators.  The  van  line  system  helps  to  ensure  maximum  utilization  of  the  equipment  by  allowing 
a  driver  to  pick  up  a  return  load  after  delivering  a  shipment  to  a  different  part  of  the  country.  Movers 
without  a  van  line  system  pool  shipments  to  ensure  return  loads.  All  of  these  operations  are  regulated  by 
the  Interstate  Commerce  Commission  (I.C.C.)  and  the  Department  of  Transportation. 

MTMC's  current  program  provides  excellent  opportunities  for  small  moving  companies  to 
compete  for  the  military  business.  Approximately  1,400  companies  are  approved  for  military  shipments, 
including  local  moves.  According  to  MTMC's  Carrier  Statistics  report  for  FY94,  no  one  carrier  had 
more  than  2%  of  domestic  code  1  shipments.  This  is  accomplished  by  awarding  shipments  to  bidders 
who  meet  minimum  quality  standards  and  are  willing  to  match  the  lowest  price  bid. 

The  current  bidding  system  also  is  designed  in  recognition  of  the  service  capacity  needs  of  the 
military.  That  is,  a  significant  infrastructure  of  movers  across  the  country  must  be  in  place  to  accomplish 
the  relocation  needs  of  the  military.  A  winner  take  all  contract  contemplated  by  MTMC's  re-engineering 
proposal  will  result  in  significant  loss  of  industry  capacity-many  small  movers  will  close  their  doors.  As 
a  result,  the  military's  relocation  needs  will  be  put  at  risk.  This  will  not  contribute  to  improving  the 
military's  quality  of  life.  MTMC's  answer  to  the  very  real  capacity  problems  associated  with  a  winner 
take  approach  is  to  allow  a  contractor  to  use  a  subcontractor.  Page  7  of  my  testimony  provides  reasons 
why  such  a  scheme  will  not  work  in  the  moving  industry.  In  addition,  there  are  potential  anti-trust 
problems  associated  with  having  two  competing  carriers  or  agents  discussing  prices  for  moving  service 
bids  under  such  an  arrangement. 

AMC  has  worked  with  MTMC  for  many  years  on  efforts  to  improve  their  procurement  program. 
AMC  initially  supported  the  re-engineering  effort,  because  its  goals  were  laudable.  As  this  industry 
understands  it  these  goals  were:   to  simplify  the  existing  program,  to  adopt  commercial  practices,  and  to 
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improve  the  quality  of  life  for  the  service  member.  AMC  believes  that  the  existing  program  can  and 
should  be  simplified  and  improved  by  adopting  accepted  commercial  practices  used  by  movers  today  for 
most  of  our  non-military  customers. 

Unfortunately,  MTMC's  latest  draft  proposals  indicate  that  they  are  not  going  to  meet  these 
objectives.  Instead  of  simplifying  the  program,  MTMC  intends  to  apply  the  Federal  Acquisition 
Regulations  (FAR).  Instead  of  adopting  commercial  practices,  MTMC  intends  to  micromanage  how  a 
mover  operates.  Instead  of  improving  the  quality  of  life  for  the  relocating  service  member,  MTMC 
intends  to  protect  the  quality  of  life  of  MTMC  bureaucrats. 

In  contrast  to  the  existing  program,  MTMC's  new  proposal  would  impose  winner-take-all 
bidding  and  many  detailed  regulations  that  would  be  expensive  for  small  businesses  to  meet  given  their 
financial  resources.  Many  of  these  small  businesses  will  be  intimidated  by  all  of  the  FAR  provisions, 
which  are  too  complicated  to  fully  understand.  The  addition  of  all  of  these  rules  will  reduce  small 
business  participation  by  those  companies  that  simply  will  not  be  able  to  cope  with  all  of  the  FAR  rules, 
or  who  simply  are  not  successful  bidders. 

For  these  reasons,  AMC  believes  that  a  more  prudent  course  of  action  would  be  for  MTMC  to 
retract  its  current  proposal  and  for  MTMC  and  the  industry  to  work  together  to  adopt  reforms  to  the 
existing  program  that  would  retain  the  exemption  from  the  FAR  and  adopt  proven  commercial  practices 
such  as  direct  claims  settlement,  a  simple  quality  survey  form,  and  a  toll-free  telephone  number,  all  of 
which  are  included  in  MTMC's  re-engineering  plan.  These  and  other  ideas  can  be  included  in  a  program 
based  on  a  FAR-exempt  model  and  adopted  quickly. 

AMC  has  some  specific  comments  on  aspects  of  MTMC's  re-engineering  plan  and  its  effects  on 
small  businesses: 
Federal  Acquisition  Regulations 

The  key  to  MTMC's  plan  is  its  intention  to  apply  the  Federal  Acquisition  Regulations  (FAR)  to 
the  personal  property  program.    AMC  and  other  industry  representatives  have  repeatedly  explained  to 
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MTMC  that  the  FAR  is  significantly  more  complicated  than  the  existing  Personal  Property  Traffic 
Management  Regulations  (PPTMR).  AMC  is  opposed  to  the  use  of  the  FAR  because  its  details  are 
unworkable  for  the  moving  industry.  The  Service  Contract  Act  wage  determinations  are  far  too 
complicated  for  interstate  moves  and  would  impose  a  severe  recordkeeping  burden  on  the  owner- 
operators  that  are  the  backbone  of  this  industry.  The  Small  Business  Act  subcontracting  and  preferences 
are  difficult  to  understand  and  enforce,  are  a  paperwork  nightmare,  and  most  importantly,  are 
unnecessary  for  an  industry  and  a  program  that  already  have  significant  small  business  participation.  The 
FAR  itself  contains  strict  reporting  requirements  and  penalty  provisions  that  are  unnecessary  and  worse 
than  the  existing  program.  Finally,  the  FAR  is  so  complicated  that  it  is  open  to  inconsistent 
interpretations  and  many  protests  by  unsuccessfiil  bidders. 

Presently,  the  MTMC  program  is  exempted  from  the  FAR  regulations  under  both  a  specific 
exemption  for  the  PPTMR  and  a  broad  exemption  for  traffic  moving  pursuant  to  section  1 072 1  of  the 
Interstate  Commerce  Act.  However,  with  the  impending  demise  of  the  Interstate  Commerce 
Commission,  the  fate  of  section  10721  (which  authorizes  reduced  rates  for  government  shipments)  is 
uncertain.  We  believe  that  a  re-engineered  program  should  continue  to  be  subjected  to  an  amended 
PPTMR. 

One  of  the  specific  provisions  in  the  FAR,  the  Service  Contract  Act  (SCA),  is  enforced  by  the 
Department  of  Labor.  DOL  has  responsibility  for  deciding  whether  to  exempt  this  program  from  the 
scope  of  the  SCA.  However,  the  fact  that  the  program  will  be  based  on  contract  bids  rather  than  a  tender 
bidding  system  favors  application  of  the  SCA.  If  the  Labor  Department  rules  that  the  SCA  is  applicable, 
it  will  then  make  a  determination  of  what  the  prevailing  wages  are  in  different  parts  of  the  country  for 
different  categories  of  employees  in  the  moving  industry.  These  wage  determinations  will  then  be 
published  and  carriers  will  have  to  comply  with  them.  Fringe  benefits,  including  vacation  time,  will  also 
be  included. 
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This  Act  would  impose  a  significant  financial  and  recordkeeping  burden  on  the  moving  industr>'. 
By  its  very  nature,  this  industry  entails  hiring  employees  throughout  the  country  for  nearly  every  move 
that  takes  place.  The  recordkeeping  burden  would  fall  most  heavily  on  the  independent  owner-operators, 
who  would  have  to  ensure  that  the  helpers  they  hire  in  different  parts  of  the  country  are  compensated 
according  to  the  local  requirements  for  their  work  on  military  shipments.  But  if  the  same  helper  is  hired 
for  a  commercial  shipment,  they  would  be  paid  a  different  wage.  This  is  such  a  blatant  departure  from 
commercial  practice  it  is  difficult  to  see  how  MTMC  can  justify  it. 

If  the  owner-operator  brings  the  helper  along  on  a  portion  of  the  trip,  he  will  have  to  determine 
how  much  time  should  be  allocated  to  the  military  work  and  how  much  work  is  not  subject  to  the  wage 
guidelines.  He  will  have  to  pay  the  helper  different  wages  for  each  segment  of  the  trip.  Simply  finding 
out  what  these  wages  are  supposed  to  be  will  be  a  difficult  task.  Any  one  of  these  helpers  could  file  a 
protest  with  the  DOL  if  they  felt  they  were  not  properly  compensated.  This  would  create  a  huge 
accounting  and  liability  nightmare.  Finally,  try  to  envision  how  the  carrier  who  bids  on  this  contract  with 
MTMC  will  ensure  that  all  of  his  owner-operators,  all  of  his  agents'  owner-operators,  and  all  of  his 
subcontractors  will  comply  with  these  requirements.  This  is  what  MTMC  is  asking  the  bidders  to  do. 

Most  if  not  all  existing  government  contract  service  awards  require  a  contractor  to  perform  a 
specific  service  in  a  given  place.  Therefore,  imposition  of  minimum  wage  payments  is  not  a  great 
logistical  burden  to  those  contractors,  though  it  may  be  a  monetary  burden  to  pay  the  higher  wages.  The 
contractor  can  designate  certain  employees  to  perform  the  government  service  and  ensure  that  their 
wages  meet  the  requirements.  However,  imposing  these  wage  and  benefit  guidelines  on  a  full-service 
world-wide  moving  contract  would  create  a  recordkeeping  and  accounting  nightmare  for  the  moving 
industry. 

The  FAR  also  includes  stiff  penalties  for  contractors  that  are  not  able  to  meet  all  of  the  terms  of 
the  contract.  These  penalties  include  reimbursing  the  government  for  the  added  costs  of  reprocuring  the 
contract.  Given  the  lack  of  familiarity  of  most  of  the  industry  with  all  of  the  detailed  requirements  that  a 
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FAR  contract  will  entail,  the  number  of  violations  can  be  expected  to  be  very  high.  The  amount  of 
potential  penalties  would  be  crippling  to  the  entire  industry.  Yet  there  is  no  need  for  all  of  these 
penalties.  They  serve  only  to  enforce  meaningless  and  unnecessary  rules.  They  are  required  by  the  FAR, 
which  is  yet  another  reason  to  exempt  this  contract  from  the  FAR. 

Perhaps  the  most  troublesome  aspect  of  the  FAR  to  industry  is  one  of  the  features  that  MTMC 
sees  as  positive.  The  FAR  gives  MTMC  flexibility  to  interpret  different  provisions  in  different  ways. 
This  flexibility  may  be  useful  for  some  purposes,  but  the  potential  for  favoritism  is  troubling  to  many 
carriers.  We  have  seen  in  the  present  program  that  some  local  PPSOs  find  ways  to  reward  their  friends  in 
the  industry,  with  more  shipments  or  better  shipments.  These  friends  may  not  always  be  the  best  carriers 
available  to  ensure  quality  moves. 

In  the  proposed  acquisition  strategy,  MTMC  indicated  what  factors  would  be  used  to  evaluate 
each  bid,  and  the  relative  importance  of  each  factor.  Unfortunately,  most  of  these  factors  are  very 
subjective  and  cannot  be  further  explained.  The  possibility  of  one  company  receiving  an  unfair 
advantage  and  thereby  receiving  the  contract  is  greater  under  the  FAR  than  under  the  current  system.  As 
this  industry'  has  seen  in  the  local  DPM  contracts  the  ensuing  administrative  protests  are  expensive  for 
both  the  government  and  the  unsuccessful  bidder. 

The  other  problem  with  the  flexibility  in  the  FAR  rules  is  that  the  FAR  is  so  complicated  that 
very  few  people  can  actually  claim  to  understand  all  of  it.  Old  provisions  are  constantly  being 
reinterpreted  in  a  different  way,  leading  to  new  requirements.  It  is  truly  astonishing  that  most  of  these 
reinterpretations  lead  to  the  contractor  incurring  additional  costs  that  he  was  not  aware  of  when  bidding 
initially.  While  large  companies  may  be  able  to  hire  staff  with  FAR  experience  to  keep  track  of  all  of 
these  rules  and  to  write  the  best-looking  proposals,  small  businesses  will  not  be  able  to  afford  to  hire  this 
expertise,  simply  to  fill  out  paperwork. 
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Winner  Take  All  Approach 

In  addition  to  the  FAR,  there  are  a  number  of  other  problems  with  the  MTMC  re-engineering 
proposal  that  will  harm  small  businesses.  For  example,  MTMC  appears  to  be  committed  to  the  concept 
of  "winner  take  all"  in  the  bidding  process.  AMC  opposes  this  because  it  constitutes  the  use  of  a  single 
contractor.  As  MTMC  learns  every  summer,  the  household  goods  moving  industry  has  a  finite  capacity 
to  move  shipments.  Every  year  during  the  peak  season,  there  are  problems  somewhere  in  the  country 
with  acquiring  the  capacity  needed  to  do  the  job.  It  should  be  abundantly  clear  from  this  that  no  one 
contractor  is  capable  of  handling  all  of  the  shipments,  whether  worldwide,  at  an  installation,  or  in  a 
single  traffic  channel.  There  are  simply  too  many  shipments. 

MTMC  suggests  that  the  winning  carrier  simply  subcontract  with  the  losing  carriers  to  handle  the 
shipments  that  the  winner  is  unable  to  ship  himself  The  idea  of  subcontracting  clearly  shows  that 
MTMC  has  no  interest  in  adopting  commercial  practices.  This  may  be  a  great  idea  in  theory,  designed  to 
appease  the  industry's  small  business  entities,  but  it  does  not  make  any  sense  in  the  real  world. 
Corporate  accounts  don't  hire  one  company  and  expect  them  to  farm  the  undesirable  business  out  to  all 
of  their  competitors.  This  idea  also  has  serious  antitrust  implications  if  the  two  parties  discuss  in 
advance  of  the  bidding  how  much  the  loser  would  expect  to  be  compensated  in  order  to  handle  the 
leftover  shipments. 

Subcontracting  works  only  if  it  is  used  for  a  limited  number  of  shipments,  or  by  a  van  line  within 
its  agency  network.  If  the  van  line  has  an  intrastate  shipment,  for  example,  it  will  use  an  agent  with 
authority  from  that  state  to  do  the  work.  If  an  interstate  shipment  is  only  going  500  miles,  the  local  agent 
may  haul  it  on  their  own  authority,  or  alternatively  on  the  van  line's  authority,  but  using  the  agent's  own 
equipment.  There  may  be  some  instances  where  a  carrier  will  turn  to  a  competitor  for  help  with  a 
particular  shipment,  but  those  cases  are  the  exception,  not  the  rule.  Awarding  the  traffic  to  one  carrier 
and  expecting  them  to  parcel  it  out  to  the  others  will  not  work  and  will  make  quality  control  impossible. 
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Obviously,  the  winner-take-all  process  would  give  an  advantage  to  larger  carriers  who  are  more 
able  to  take  all  of  the  shipments  offered  by  a  base.  A  smaller  carrier  would  not  be  able  to  compete 
equally  for  this  large  block  of  traffic. 

Using  the  winner  take  all  approach  on  a  multitude  of  different  traffic  channels,  as  is  currently 
proposed,  will  not  work  any  better.  A  carrier  will  end  up  with  a  backhaul  (return  shipment)  problem, 
because  it  is  unlikely  that  the  same  carrier  will  also  be  awarded  the  channel  going  back  in  the  same 
direction.  For  example,  if  a  carrier  is  selected  from  Fort  Belvoir  (Virginia)  to  Kansas,  they  may  not  have 
won  any  channels  out  of  any  of  the  bases  in  or  near  Kansas  coming  back  to  the  Washington,  DC  area. 
This  would  be  very  inefficient.  The  moving  industry  is  characterized  by  irregular  route  traffic.  In  order 
to  maximize  the  use  of  equipment,  carriers  balance  shipments  evenly  throughout  the  country.  This 
prevents  empty  trucks  from  piling  up  at  the  destination  point. 

If  a  carrier  only  was  awarded  one  or  two  low  volume  channels  out  of  a  base,  they  would  still 
have  to  hire  all  of  the  experienced  personnel  and  fill  out  all  of  the  daily  and  monthly  reports  required  by 
MTMC,  even  if  there  were  no  shipments  to  those  destination  states  during  that  time  period.  That 
carrier's  local  agent  would  probably  go  out  of  business  before  the  long-term  contract  was  bid  again.  On 
the  other  hand,  the  carrier  that  won  a  number  of  the  larger  traffic  channels  would  be  too  busy  to  take  all 
of  the  shipments,  and  his  agent  would  not  be  able  to  pack  them.  The  winner-take-all  system  will  not 
work  in  the  moving  business.  It  may  work  in  the  construction  of  a  product,  but  it  won't  work  in  a 
business  structured  like  the  moving  business  that  has  customers  who  want  to  move  at  any  time  from  and 
to  anywhere  in  the  world. 

Instead  of  using  the  winner-take-all  approach,  MTMC  needs  to  ensure  adequate  capacity  by 
involving  many  movers  in  its  program.  Most  corporate  accounts  will  have  several  movers  to  choose 
from,  and  since  MTMC  is  significantly  larger  than  any  corporate  account,  they  will  need  many  movers  to 
handle  all  of  their  shipments.  Subcontracting  is  not  used  in  the  way  envisioned  by  MTMC,  because  each 
agent  works  primarily  within  their  own  van  line  system.  MTMC  must  either  have  their  traffic  managers 
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distribute  the  shipments  as  most  commercial  accounts  do,  or  permit  the  service  member  to  select  their 
own  mover  from  a  list  of  approved  carriers. 
Bundling  Shipments 

Under  MTMC's  current  system,  there  are  a  number  of  different  codes  of  service;  Code  1  is 
domestic  motor  van  service;  Code  2  is  domestic  containerized  service;  Codes  3,  4,  and  5  are  international 
surface  household  goods  shipments;  Codes  6  and  T  are  international  household  goods  shipments  via  air; 
Code  7  is  for  surface  shipments  of  unaccompanied  baggage;  and  Codes  8  and  J  are  for  air  shipments  of 
unaccompanied  baggage.  Domestic  unaccompanied  baggage  shipments  are  handled  via  the  DPM 
program,  which  is  bid  separately.  Under  the  re-engineering  proposal,  the  present  codes  of  service  will  be 
replaced  with  five:  one  domestic  code  and  four  international  codes  (household  goods,  unaccompanied 
baggage,  household  goods  via  air,  and  unaccompanied  baggage  via  air).  Carriers  choosing  to  bid  on 
international  traffic  channels  must  submit  bids  for  all  four  codes. 

While  it  may  make  some  sense  to  combine  some  of  these  codes  of  service,  MTMC  must  be 
careful  to  permit  carriers  to  bid  different  prices  for  services  that  have  ftmdamentally  different  costs.  Yet 
MTMC's  proposal  suggests  one  price  will  be  applicable  for  all  of  these  services.  In  addition,  it  is 
inappropriate  to  bundle  unaccompanied  baggage  shipments  with  household  goods  shipments.  At  the 
present  time,  only  a  handful  of  carriers  perform  unaccompanied  baggage  moves.  The  vast  majority  of 
movers  who  are  only  interested  in  moving  household  goods  shipments  should  not  be  required  to  also  bid 
on  unaccompanied  baggage. 

Unaccompanied  baggage  shipments  are  designed  to  ensure  the  rapid  arrival  of  the  most  essential 
possessions  prior  to  the  arrival  of  the  bulk  of  the  household  goods  shipment.  For  example,  in  overseas 
relocations,  it  may  take  several  weeks  for  the  household  goods  shipment  to  arrive,  and  the  family  will 
need  to  have  clothing  and  other  possessions  to  live  during  those  weeks.  They  may  take  a  few  suitcases 
with  them,  but  other  items  will  be  shipped  (usually  by  air)  as  unaccompanied  baggage. 


140 


Nontemporary  storage,  mobile  homes,  one-time-only  shipments,  volume  moves,  and  boats  25 
feet  and  longer  will  not  be  included  in  this  program.  All  other  moves,  international,  interstate,  intrastate, 
and  local,  will  be  included.  It  is  not  clear  whether  the  DPM  program  will  continue  to  be  separate.  AMC 
has  previously  suggested  that  NTS,  DPM,  and  other  types  of  moves  not  be  included  in  the  re-engineering, 
at  least  for  the  time  being.  The  proposed  re-engineering  is  complicated  enough  without  having  to  worry 
about  those  types  of  moves  in  addition.  Many  of  those  programs  are  already  FAR-based  long-term 
contracts.  We  also  encourage  MTMC  to  keep  the  DPM  program  out  of  the  re-engineering  for  the  same 
reason. 

The  proposed  procedures  for  intrastate  shipments  need  to  be  reviewed  in  light  of  the  regulatory 
schemes  of  many  states.  While  there  has  been  significant  deregulation  at  the  state  level  of  general 
trucking  operations,  household  goods  regulation  was  specifically  exempted  from  the  deregulatory 
provisions  of  the  FAA  bill  last  year.  Only  a  handful  of  states  have  elected  on  their  own  to  deregulate 
intrastate  household  goods  shipments.  This  means  that  many  states  still  require  authority  for  intrastate 
shipments,  and  some,  such  as  Virginia,  do  not  permit  the  brokerage  of  shipments  that  would  result  if  the 
carrier  given  the  contract  for  intrastate  shipments  in  Virginia  did  not  have  the  proper  state  authority. 
Also,  many  states  continue  to  economically  regulate  movers,  including  the  filing  of  tariffs.  Until  this 
complicated  issue  can  be  worked  out  by  MTMC  and  the  state  and  national  moving  associations,  the 
intrastate  program  should  not  be  re-engineered. 
Personnel  Requirements 

MTMCs  draft  proposal  contains  some  strict  requirements  on  the  personnel  of  winning  bidders. 
Each  industry  contractor  must  designate  a  manager  and  an  alternate,  with  ten  and  five  years  of 
managerial  experience  in  the  moving  industry  respectively.  There  must  also  be  a  site  manager  and  an 
alternate  each  with  five  years  of  managerial  experience  in  the  moving  industry  at  each  base  where  the 
carrier  is  a  successful  bidder.    At  least  one  of  these  site  managers  must  be  available  during  normal 
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business  hours  to  be  the  point  of  contact  for  daily  operations  at  the  base.  MTMC  must  approve  the 
qualifications  of  any  replacements  for  these  personnel. 

While  these  time  limits  may  not  be  a  problem  for  some  movers  with  decades  of  experience  in  the 
industry,  there  will  be  many  cases  where  this  level  of  expertise  is  simply  not  available.  In  addition,  it  is 
hardly  a  commercial  practice  for  the  customer  to  tell  the  moving  company  what  types  of  experience  his 
employees  must  have.  This  is  truly  an  intrusive  meddling  in  the  internal  operations  of  the  carrier. 
MTMC  should  select  quality  carriers  to  do  business  with  and  let  them  do  their  job  with  whatever 
personnel  deemed  necessary  by  the  carrier.  Obviously,  small  businesses  can  be  expected  to  have  fewer 
experienced  personnel  available  that  meet  these  requirements. 

MTMC  also  has  requirements  that  all  employees  at  the  customer's  residence  wear  a  uniform  and 
have  a  contractor-issued  photo  identification  card.  These  rules  will  disrupt  commercial  industry 
practices.  The  vast  majority  of  the  people  who  work  in  the  moving  business  are  employees  of  the  local 
agents  and  not  the  van  line  carrier.  These  are  the  people  who  go  to  the  customer's  residence  at  origin  to 
pack  the  shipment.  At  origin  and  destination,  the  van  operator,  who  is  usually  not  an  employee  but  an 
independent  contractor,  will  hire  laborers  to  help  load  and  unload  the  truck.  These  people  may  or  may 
not  be  employed  by  a  local  agent  for  the  same  van  line. 

This  approach  saves  the  customer  money  because  the  entire  crew  does  not  have  to  ride  on  the 
truck  to  the  destination.  But  it  does  make  it  difficult  to  get  photo  identification  cards.  In  addition,  the 
independent  contractor  status  of  the  van  operator  could  be  jeopardized  by  these  requirements.  This  rule 
also  does  not  work  when  combined  with  MTMC's  expressed  desire  to  have  contractors  use  many 
subcontractors  to  perform  the  work.  How  will  one  carrier  issue  identification  cards  for  another  carrier's 
employees?  Will  employees  of  one  carrier  (the  subcontractor)  have  to  wear  a  uniform  of  a  competing 
carrier  (the  prime  contractor)? 
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Reports 

There  are  numerous  reports  required  under  this  proposal: 


Commercial 

B£sm 

Report  To 

Time  Due 

Praciice? 

Late  shipments 

Destination  PPSO 

weekly 

no 

Schedule  of  dates 

Origin  PPSO 

each    shipment 

yes 

Shipments  next  day 

Origin  PPSO 

daily 

no 

All  shipping  documents 

Origin  PPSO 

7  days  after  pickup 

yes 

Unusual  occurrences 

Origin,  Destination, 
Local  PPSO 

one  day 

no 

Shipments  due  in/SIT  status 

Destination  PPSO 

weekly 

no 

All  moves 

Origin  PPSO 

monthly 

no 

Claims 

PPSO 

monthly 

no 

In  addition,  one  of  the  reports  must  be  computer-generated,  according  to  the  MTMC  draft.  This  will 
require  all  of  the  small  businesses  participating  in  the  program  to  acquire  the  computer  systems  necessary 
to  track  this  data  and  generate  this  report.  Why  is  MTMC  telling  carriers  how  to  fill  out  their  reports? 

All  of  these  required  reports  will  take  thousands  of  man-hours  of  time  to  review  by 
government/military  employees.  These  reporting  requirements  are  creating  unnecessary  paperwork  and 
government  oversight.  This  results  in  higher  costs  to  the  government,  not  less.  They  serve  no  purpose 
other  than  to  micromanage  how  the  contractor  is  doing  and  to  justify  the  continued  existence  of 
government  employees  reading  the  reports.  Commercial  accounts  do  not  request  this  many  reports,  and 
no  commercial  accounts  have  the  shipment  volumes  on  which  contractors  would  have  to  report. 
Toll-Free  Telephone  Numbers 

MTMC's  proposal  requires  each  carrier  to  provide  a  24-hour  toll-free  telephone  number  for 
worldwide  customer  assistance.  AMC  supports  the  use  of  toll-free  telephone  numbers  to  enhance  the 
service  provided  to  moving  industry  customers.  However,  this  could  be  a  case  of  too  much  of  a  good 
thing.  We  are  not  aware  of  toll-free  telephone  numbers  available  to  all  countries  in  the  world.  Service 
members  should  be  given  a  contact  number  for  the  carrier's  agent  in  overseas  locations.  In  addition,  24- 
hour  assistance  should  not  be  necessary  for  carriers  that  only  perform  service  domestically  in  four  or  five 
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time  zones.  This  requirement  may  be  a  burden  on  the  small  businesses  who  would  have  to  hire  additional 
staff  to  man  the  phones. 

Section  7.3  also  requires  each  origin  and  destination  agent  to  have  a  toll-free  telephone  number. 
Recent  news  reports  have  indicated  that  the  phone  companies  are  running  low  on  800  numbers  to 
distribute,  so  they  are  starting  to  use  the  prefix  888  for  toll-free  calls.  Now  we  understand  why  there  is 
such  a  shortage  if  every  agent  must  have  one  in  addition  to  each  carrier.  This  is  clearly  an  unnecessary 
requirement.  If  the  agent  is  a  local  agent,  he  will  have  a  local  telephone  number.  If  this  is  not 
acceptable,  the  service  member  can  contact  the  carrier  on  its  toll-free  line. 
Payment  to  Subcontractors 

MTMC  has  stated  in  several  of  the  briefings  that  it  will  not  guarantee  that  subcontractors  are 
paid  by  the  prime  contractor.  This  is  the  situation  in  today's  program,  and  we  have  found  that  it  leads  to 
many  problems,  especially  in  the  international  arena.  The  problem  would  be  much  worse  under  the  re- 
engineering  proposal,  however,  because  the  local  agents  and  other  subcontractors  will  have  no  choice 
whatsoever  about  the  prime  contractor.  Now  there  are  many  forwarders  and  motor  carriers  to  choose 
from  if  you  are  a  local  agent.  But  in  the  re-engineered  program,  MTMC  will  have  selected  a  few  prime 
contractors  and  the  agents  will  be  forced  to  work  with  them  or  not  at  all.  It  is  unfair  to  tell  the  agents 
who  their  carrier  will  be  and  then  refuse  to  guarantee  payment.  These  agents  are  small  businesses 
operating  with  little  margin  for  error. 
Electronic  Data  Interchange 

Section  2.5  of  MTMC's  proposal  states  that  the  contractors  will  also  have  to  "interface  with 
Government  automated  systems"  to  be  described  later.  This  appears  to  be  leading  to  electronic  data 
interchange  (EDI)  billing  and  possibly  report  filing.  Most  of  the  major  carriers  probably  have  the  ability 
to  move  towards  EDI  capability,  but  some  of  the  smaller  players  may  not  be  able  to  meet  this 
requirement.  AMC  supports  efforts  to  move  towards  a  paperless  environment.  We  do  encourage  MTMC 
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to  assist  the  small  businesses  in  acquiring  this  capability  by  providing  sufficient  advance  notice  of  the 

details  of  the  electronic  capability  being  requested  (i.e.  the  presently  blank  attachment  6). 

Solution 

AMC  believes  that  it  is  possible  and  indeed  preferable  for  MTMC  to  reach  its  goals  without 
throwing  out  the  entire  existing  program.  The  key  to  this  is  to  adopt  commercial  practices  and  reduce 
bureaucracy.  AMC  suggests  a  simple  10-point  program: 

1.  Instead  of  using  the  FAR  as  a  basis  for  the  contract,  use  the  existing  exemptions 
from  the  FAR  for  the  Personal  Property  Traffic  Management  Regulations. 

2.  Adopt  the  GSA  Government  Rate  Tender  1-W  or  the  Commercial  Tariff  400-J  rather 
than  maintaining  a  separate  MTMC  solicitation.  Therefore,  MTMC  staff  would  no 
longer  be  needed  to  maintain  this  separate  tariff  and  industry  would  not  have  to  use 
two  vastly  different  sets  of  base  pricing  provisions. 

3.  Use  national  or  regional  rate  bids  instead  of  bids  from  each  installation  to  each  state. 
Presently,  there  are  145  bases  to  fifty  states,  for  a  total  of  over  7000  rates  bids  a 
single  carrier  has  to  submit  for  each  code  of  service.  Bids  are  evaluated  and  traffic 
distributed  separately  for  each  of  these  traffic  channels.  Bidding  on  a  national  or 
regional  scale  would  dramatically  reduce  the  workload  for  MTMC  and  the  military 
services.  For  example  rather  than  7000  rate  bids  a  carrier  would  need  only  submit 
one  rate  or  at  the  most  145  rates. 

4.  Change  the  filing  cycle  to  a  12-month  cycle.  This  would  reduce  the  number  of  rate 
filings  by  50%,  and  thus  the  work  by  50%.  To  account  for  unusual  cost  fluctuations 
such  as  the  cost  of  fuel  or  containers,  there  should  be  provisions  for  cost  adjustments 
when  necessary,  as  in  the  commercial  tariff.  The  cycle  could  be  made  even  longer  (2 
years)  if  carriers  were  given  the  opportunity  to  adjust  their  rates,  if  desired,  during 
the  cycle. 
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5.  As  in  the  MTMC  proposal,  adopt  direct  claims  settlement  by  the  carrier.  This 
change  will  save  the  military  millions  of  dollars  in  claims  personnel  and  claims 
payments.  However,  to  realize  these  savings,  MTMC  must  eliminate  its  proposed 
double  system  for  filing  claims  with  the  military  if  the  service  member  is  not 
satisfied  with  the  settlement  offer  from  the  carrier. 

6.  Support  legislation  to  reduce  the  claim  filing  period  from  two  years  to  one  year  or 
nine  months.  This  commercial  practice  has  repeatedly  been  endorsed  by  the  General 
Accounting  Office  and  AMC  but  opposed  by  Department  of  Defense. 

7.  As  suggested  by  MTMC,  replace  the  present  TQAP  quality  measurement  program 
with  a  simple  survey  to  be  returned  by  the  service  member.  A  simple  one-page  form 
that  would  actually  measure  customer  satisfaction  would  be  a  significant 
improvement  over  the  existing  paperwork-driven  system  that  does  not  truly  measure 
quality  and  is  nothing  more  than  an  expensive  paper  chase  for  MTMC  and  industry. 

8.  Eliminate  quality  control  shipment  inspectors.  This  would  result  in  an  obvious 
personnel  savings.  As  with  commercial  accounts,  MTMC  can  rely  on  the  customer 
surveys  to  determine  which  carriers  are  not  providing  quality  service. 

9.  Adopt  EDI  billing  and  payment.  This  and  other  electronic  transmissions  should 
reduce  the  personnel  needs  at  the  military  finance  centers. 

10.  Eliminate  so-called  "paper  companies"  that  are  commonly  owned  and  were  set  up  for 
the  sole  purpose  of  extra  "turns  at  the  wheel"  under  the  existing  program  and  that  do 
not  provide  a  meaningful  value-added  service  to  the  program.  This  would  obviously 
reduce  the  number  of  carriers  filing  rates  and  receiving  traffic  without  impacting  on 
industry  capacity.  Eliminating  these  entities  would  require  a  strict  qualifications 
criteria  that  would  include  equipment  to  service  the  traffic  and  a  verifiable  quality 
control  program.    Also,  there  must  be  confidence  established  that  the  new  system 
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could  not  be  "gamed"  to  the  disadvantage  of  other  service  providers.  The  GSA 
prograin  has  been  successfiil  in  limiting  participation  to  qualified  service  providers 
who  are  not  affiliated  with  other  participants. 

In  addition  to  these  points,  MTMC  has  requested  that  movers  provide  toll-free  telephone 
numbers  to  the  relocating  service  members.  Industry  would  be  willing  to  make  these  available,  at  least 
within  the  United  States.  Most  movers  already  have  800  numbers  that  are  used  by  commercial 
customers. 

By  adopting  these  proposed  reforms,  MTMC  could  go  a  long  way  towards  improving  the  quality 
of  life  for  service  members,  simplifying  the  program,  adopting  commercial  practices,  saving  tax  payer 
money  and  ensuring  that,  if  qualified,  many  small  business  movers  will  be  able  to  continue  to  participate 
in  their  program. 
Conclusion 

One  of  the  significant  events  leading  to  the  re-engineering  project  was  the  summer  surge  of  1994 
at  JPPSO-Washington.  During  the  summer  of  1994,  the  JPPSO  representing  the  Washington,  DC 
metropolitan  area  experienced  a  number  of  problems,  including  a  lack  of  capacity  to  move  all  shipments. 
Many  of  these  problems  were  the  result  of  normal  peak  season  activity,  coupled  with  unforeseen  high 
demand  for  moving  services  during  June,  July  and  August.  To  examine  ways  to  ease  last  summer's 
problems,  a  joint  subcommittee  was  established  by  the  military  and  the  industry.  Due  to  time  constraints, 
the  subcommittee  was  only  able  to  implement  some  of  its  suggestions  for  improving  the  personal 
property  program.  Other  ideas  were  put  on  hold,  since  they  could  not  be  put  in  place  until  after  peak 
season  1995.  The  results  from  those  few  changes  were  remarkable,  as  JPPSO-Washington  had  a  banner 
summer  and  the  large  number  of  service  members  seeking  to  move  during  the  summer  were  all  serviced. 
While  the  JPPSO  staff  certainly  deserves  a  lot  of  the  credit,  the  suggestions  made  by  the  joint 
subcommittee  clearly  worked  to  improve  the  quality  of  the  moves  experienced  by  service  members  in 
Washington,  DC  and  in  the  other  parts  of  the  country  where  these  suggestions  were  implemented.  This  is 
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an  excellent  example  of  how  the  military  and  industry  can  work  together  to  solve  the  problems  faced  b> 
relocating  service  members,  without  creating  additional  complicated  systems  that  really  don't  address  the 
service  member's  relocation  needs.  We  urge  MTMC  to  expand  this  limited  partnership  to  explore  ways 
to  improve  the  entire  program. 

When  MTMC  first  announced  its  re-engineering  project,  AMC  supported  MTMC's  concept  of 
simplifying  and  streamlining  the  program,  adopting  commercial  practice,  and  placing  more  emphasis  on 
genuine  quality  relocation  service  at  reasonable  prices.  As  our  comments  clearly  indicate,  we  now 
oppose  MTMC's  re-engineering  because  the  proposals  released  on  June  30  and  July  31  cannot  be 
remotely  characterized  as  simple,  much  less  streamlined,  do  not  reflect  commercial  practice,  with  the 
exception  of  direct  claim  settlement,  and  impose  paperwork  and  reporting  requirements  far  in  excess  of 
the  current  program.  In  addition,  the  contracting  design  fails  to  recognize  the  unique  nature  of  the 
household  goods  industry,  as  embodied  by  its  structure,  seasonal  requirements,  and  service  demands  of 
its  customers,  including  the  military.  The  industry's  structure  (owner-operators,  small  business  agents, 
carriers  and  forwarders)  and  its  capacity  to  meet  the  relocation  demands  of  the  military  cannot  be 
sustained  through  implementation  of  the  current  re-engineering  proposal. 

AMC's  proposed  alternative,  however,  will  meet  these  goals  and  can  be  adopted  much  more 
quickly  than  MTMC's  proposed  timeline.  We  urge  MTMC  to  at  least  perform  a  test  of  this  alternative, 
and  we  thank  the  Small  Business  Committee  for  providing  an  opportunity  to  address  these  concerns. 
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STATEMENT  OF  DONALD  H.  MENSCH,  PRESIDENT 
OF  THE  HOUSF.HOT.D  OOODS  FORWARDERS  OF  AMERICA.  INC. 


I  am  president  of  the  Household  Goods  Forwarders  Association  of  America,  Inc. 
(HHGFAA),  a  non-profit  association  consisting  of  1,219  members  located  throughout  the  United 
States  and  overseas.  Our  members  are  engaged,  either  directly  or  operate  in  support  of,  the  door- 
to-door  movement  of  household  goods  and  personal  effects  via  truck,  rail,  ocean  and  air,  under 
single-carrier  responsibility. 

Insofar  as  pertinent  here,  99  of  our  members  perform  service  directly  for  the  Department 
of  Defense  (DOD)  in  the  forwarding  of  household  goods  and  personal  effects  of  military  service 
members  and  their  dependents  as  participants  in  the  DOD's  Domestic  and  International  Personal 
Property  Programs,  administered  by  the  Military  Traffic  Management  Command  (MTMC). 
Approximately  1,050  of  our  members  are  agents  of  DOD  forwarders  and  perform  the  local 
packing  and  unpacking,  storage  and  local  cartage  at  the  origin  and  destination  points,  while  port 
agents  load  and  unload  steamship  containers,  consolidate  loads,  book  shipments  with  ocean  and 
air  carriers  and  in  sum,  act  as  the  forwarder's  representative  with  the  underlying  carriers. 

I  appear  before  this  Committee  on  behalf  of  my  entire  membership  to  testify  to  the 
unanimous  opposition  to  the  proposal  by  MTMC  which  dismantles  the  existing  DOD  Personal 
Property  Programs  and  proposes  to  "reengineer"  them  in  a  way  which  gives  all  the  shipments  on 
a  given  route  to  a  single  bidder  under  a  "  winner-take-ali"  concept  using  long-term  contracts. 
This  will  freeze  out  other  qualified  participants  for  a  period  of  two  to  five  years.  It  also 
substitutes  the  Federal  Acquisition  Regulation  (FAR)  for  the  specific  household  goods 
procurement  fashioned  over  the  years  to  make  available  to  the  DOD  the  entire  infra-structure  of 
the  forwarders  and  their  agents  qualified  under  MTMC's  regulations,  which  infra-structure  is 
required  to  meet  the  needs  of  the  various  military  services. 

MTMC  presently  solicits  these  services  under  an  exemption  from  the  FAR  designed 
specifically  for  the  transportation  of  shipments  moving  on  bills  of  lading  for  the  account  of  the 
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Government.  MTMC  issues  solicitations  for  competitive  bids  twice  a  year  from  qualified  motor 
carriers  and  freight  forwarders.  Rates  are  filed  on  computer  tapes  and  the  lowest  cost  carrier  or 
forwarder  on  each  route  is  awarded  the  largest  volume  of  the  traffic.  Other  bidders  are  then 
accorded  the  opportunity  to  meet  the  low  rates  and  participate  in  the  traffic,  although  at  a 
considerably  lower  volume.  This  so-called  "Me-Too"  procedure  was  developed  by  DOD  and 
Industry  to  permit  DOD's  needs  to  be  serviced  at  the  lowest  rates.  For  example,  if  Forwarder  A 
establishes  the  lowest  rate  from  the  D.C.A'^irginia  area  (Fort  Belvoir)  to  Belgium,  it  receives  30 
percent  of  the  total  toimage  on  this  route,  plus  an  equal  share  in  the  remaining  tonnage  known  as 
"residual"  tonnage.  The  forwarders  that  Me-Too  that  rate  participate  only  in  a  share  of  the 
residual  tonnage.  This  has  allowed  the  Government  to  utilize  the  services  of  all  forwarders 
willing  to  meet  the  low  rate  and  makes  available  the  facilities  of  such  forwarders  and  their  agents 
at  no  additional  cost,  when  the  forwarder  establishing  the  low  rate  has  used  up  its  capacity.  The 
domestic  program  works  in  a  similar  way  and  makes  available  the  infrastructure  of  all  qualified 
carriers  willing  to  meet  the  low  rate.  Continuation  of  this  ability  to  utilize  the  entire  Industry's 
infrastructure,  consisting  of  personnel,  warehouses  and  trucks,  is  essential  for  Industry  to  be  able 
to  meet  the  needs  of  the  individual  military  services  for  the  movement  of  the  household  goods 
and  personal  effects  of  their  respective  members  and  their  dependents. 

Purportedly  in  an  effort  to  improve  the  quality  of  service,  MTMC  proposes  to  scrap  the 
present  household  goods  programs,  which  have  been  in  effect  for  more  than  30  years,  and  start 
from  scratch.  This  is  MTMC's  "  reengineering."  In  a  phrase,  we  see  no  reason  to  reinvent  the 
wheel,  especially  when  it  is  the  unanimous  position  of  the  entire  moving  Industry  that  the  use  of 
the  FAR  and  the  "winner-take-all"  concept  just  won't  work.  In  this  connection,  I  attached  for 
consideration  by  this  Committee,  a  joint  letter,  submitted  by  the  associations  representing 
virtually  the  entire  moving  Industry  (American  Movers  Conference,  the  Household  Goods 
Forwarders  Association  of  America,  the  National  Movers  and  Storage  Association  and 
Independent  Movers  Conference),  dated  August  23,  1995,  in  which  they  set  forth  the  reasons  for 
their  unanimous  opposition  to  MTMC's  reengineering  proposal.  (Att.  I)  Please  note  that  this 
position  is  now  supported  by  31  state  associations.  For  the  sake  of  completeness,  I  have  attached 
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comments  submitted  to  MTMC  by  the  HHGFAA,  under  the  date  of  September  20,  1995.  (  Att.  2) 
Similar  comments  in  opposition  were  filed  by  the  American  Movers  Conference  and  the  National 
Movers  and  Storage  Association  and  individually  by  over  250  carriers  and  agents. 

In  our  dialogue  with  MTMC,  and  as  reflected  on  the  chart  attached  to  the  HHGFAA 
comments  of  September  20,  1995  (reproduced  for  the  convenience  of  the  Committee  as  Att.3), 
Industry  has  offered  to  give  MTMC  all  of  the  service  improvements  MTMC  intends  to  obtain 
fi-om  its  reengineering  proposal  (except  one,  which  is  in  direct  conflict  with  customary  industry 
practice )  by  amending  the  present  programs,  thereby  eliminating  the  adverse  effects  of  the 
winner-take-all  and  FAR  aspects  of  the  MTMC  reengineering  proposal. 

By  specific  provisions  of  the  MTMC  proposal,  all  but  the  one  contractor  selected  by 
MTMC  for  the  two  to  five-year  contract  on  every  route  will  be  out  of  the  military  household 
goods  business  for  the  duration  of  the  contract.  Insofar  as  our  Association  is  concerned,  85  out 
of  99  forwarders  ar'  small  business  concerns.  Further,  the  primary  business  of  these  forwarders 
is  the  transportation  of  military  household  goods  shipments  and  88  of  these  forwarders  are 
exclusively  military  forwarders.  If  the  MTMC  proposal  is  enacted,  these  companies  will  not  be 
able  to  survive  and  will  not  be  present  to  bid  on  fiiture  procurements.  As  a  result,  we  believe  the 
MTMC  proposal  to  be  anti-competitive  and  contrary  to  the  Competition  in  Contracting  Act 
(CICA)  since  it  will  reduce,  rather  than  enhance,  competition. 

However,  this  is  only  the  tip  of  the  iceberg.  Only  the  agents  of  the  bidders  selected  by 
MTMC  will  participate  in  this  military  business.  Almost  every  agent  of  the  military  forwarders  is 
a  small  business  concern,  and  many  are  known  as  "mom  and  pop"  operations.  Further,  many  of 
these  agents  built  their  facilities  specifically  to  service  the  Military  and  are  located  near  the 
military  installations.  In  many  cases,  there  is  no  commercial  business  at  that  location  and  these 
small  businesses,  together  with  their  investments  and  facilities  specifically  acquired  to  meet  the 
Military's  needs,  will  be  wiped  out.  Further,  the  employees  of  these  small  businesses  will  be 
thrown  out  of  work.  Only  when  one  considers  that  a  fiill  service  military  forwarder  must  have 


151 


approximately  200  agents  in  the  United  States  can  the  drastic  impact  of  the  MTMC  reengineering 
proposal  on  these  small  business  companies  be  fully  realized. 

MTMC  recognizes  that  the  reengineering  proposal  constitutes  a  "bold  step"  which,  for 
the  first  time,  limits  the  business  on  each  traffic  channel  to  one  bidder  selected  by  MTMC. 
However,  MTMC  has  assumed,  contrary  to  the  statements  of  the  entire  moving  Industry  and 
without  any  evidentiary  support  for  its  position,  that  the  unsuccessful  bidders  and  their  agents 
will  be  able  to  continue  to  participate  on  a  given  traffic  route  by  entering  into  subcontracts  with 
the  successful  bidder.  First,  it  is  clear  that  the  selected  bidder  will  service  all  the  business  it  can 
and  will  only  attempt  to  subcontract  for  the  remainder.  Second,  it  is  almost  weird  to  believe  that 
one  competitor  will  help  another  to  complete  its  contractual  obligations.  For  example,  does  one 
really  think  that  North  American  Van  Lines  will  permit  its  agency  network  and  facilities  to  be 
used  to  enable  United  Van  Lines  to  successfully  complete  its  contract?  That  is  not  the  case  now  - 
and  will  not  be  the  case  in  the  fiiture.  Nevertheless,  that  is  the  assumption  upon  which  the 
MTMC  reengineering  proposal  is  admittedly  based. 

Further,  the  movement  of  military,  like  commercial,  household  goods  is  highly  seasonal, 
with  50  percent  of  the  movements  taking  place  during  the  months  of  June  through  September. 
The  selected  bidder  will  handle  all  the  military  business  during  the  months  of  October  through 
May.  During  these  months,  there  will  be  no  business  for  any  subcontractor.  Even  during  the 
peak  season,  we  would  expect  the  selected  bidder  to  "cherry-pick"  the  shipments  and  leave  the 
least  desirable  shipments  for  the  subcontractors. 

By  accepting  Industry's  offer  to  make  available  the  service  improvements  MTMC  wants 
by  amending  the  present  DOD  programs,  the  adverse  consequences  of  MTMC  s  reengineering 
proposal  can  be  avoided  and  those  benefits  can  be  promptly  realized. 

Moreover,  the  substitution  of  the  FAR,  which  is  a  general  procurement  regulation,  for  the 
transportation  solicitation,  developed  over  the  years  by  MTMC  to  meet  the  specific  needs  of  the 
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military  services  for  the  movement  of  their  members'  household  goods,  is  not  beneficial.  Under 
the  gxiise  of  simplification,  it  introduces  regulations  the  size  of  a  large  telephone  book.  Many 
bidders,  are  small  businesses  that  are  not  familiar  with  these  regulations  and  cannot  afford  to 
hire  the  required  proposal  writers  and  the  additional  personnel  necessary  for  administration  of  the 
regulations.  A  number  of  these  companies  have  already  advised  MTMC  that  if  the  FAR  is  made 
applicable  to  DOD's  Personal  Property  Programs,  they  will  have  no  choice  but  to  withdraw  from 
this  business.  This  will  reduce  the  direct  participation  in  the  programs  by  small  business.  Even 
the  larger  carriers,  which  can  accommodate  the  administration  of  this  bundle  of  regulations,  have 
advised  MTMC  that  it  will  create  additional  significant  burdens  and  will  result  in  increased  cost 
which  must  be  passed  on  to  the  Government.  This  would  hardly  be  in  consonance  with  the 
Government's  efforts  to  reduce  the  Federal  Budget. 

MTMC  has  attempted  to  blunt  the  Industry's  imanimous  objection  to  its  reengineering 
proposal  by  stating  that  Industry  has  over-reacted  because,  at  least  for  now,  this  is  only  a  test 
confined  to  a  limited  geographical  area  and  because  of  the  problems  involved,  it  will  take  several 
years  before  MTMC  will  be  able  to  apply  this  program  throughout  the  world. 

We  first  point  out  that  participants  in  the  present  programs,  small  business  or  otherwise, 
which  are  unfortunate  enough  to  be  within  the  geographical  scope  of  the  test,  will  not  be  shielded 
in  any  way  from  the  significant  harm  inherent  in  MTMC's  reengineering  program.  Second,  by 
MTMC's  own  assertions,  it  would  suffer  the  economic  inefficiency  of  operating  two  different 
and  distinct  programs  side-by-side  for  at  least  several  years  -  namely,  until  MTMC  has 
accomplished  the  formidable  task  of  reviewing  the  bids  for  some  17,000  different  traffic 
channels,  has  had  the  discussions  with  all  bidders  involved  in  the  negotiating  process  under  the 
FAR  and  has  made  the  numerous  discretionary  decisions  required  by  the  FAR  selection  process. 

Lastly,  the  details  of  the  MTMC  reengineering  thus  far  furnished  Industry  impose  on 
participants,  which  include  many  small  business  concerns,  regulations  which  have  no  counterpart 
in  the  commercial  arena.  Although  large  concerns  are  able  to  comply  with  and  administer  these 
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regulations,  at  additional  cost,  many  small  businesses  cannot.  We  see  no  reason  why  the  existing 
DOD  Personal  Property  Programs  should  be  reengineered  to  favor  big  business  and  to  eliminate 
small  business  concerns  from  their  present  participation  in  this  Government  traffic.    This  is 
especially  the  case  when  the  service  benefits  desired  to  be  obtained  are  available  through 
amendment  of  the  existing  programs. 

We  suggest  that  MTMC  be  encouraged  to  obtain  the  service  improvements  it  has 
determined  to  be  appropriate  by  amendment  of  the  DOD  Personal  Property  Programs  currently  in 
effect.  Industry  has  offered  to  put  in  place  virtually  all  such  changes.  Only  if  there  are  identified 
significant  service  benefits,  which  cannot  be  achieved  by  appropriate  amendment  of  the  personal 
property  programs  now  in  being,  should  any  fiirther  consideration  be  given  to  their  dismantling  - 
a  process  which  MTMC  calls  "reegineering." 

I  would  appreciate  the  opportunity  to  answer  any  questions  the  Committee  may  have. 
Thank  you  for  your  attention. 

Attachments  -  3 
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AMERICAN  MOVERS  CCNFEncfJCE 
JOSEPH  M.  HARRISON.  Presioent 

HOUSEHOLD  GOODS  FORWARDERS 
ASSOCIATION  OF  AMERICA.  INC- 
OONALD  H    MENSCH.  Presioent 


INDEPENDENT  MOVERS  CONFERENCE 
JOHN  MCBHayER.  Fresioeni 

NATIONAL  MOVING  o.  STORAGE 

ASSOCIATION 
Gary  frank  petty,  Fresiaem 


Augus;  22.  1995 


Major  Gw.ierai  Roger  G.  Thompson.  Jr. 

Commander 

Military  Traffic  Management  Command 

561 1  Columbia  Pike 

Falls  Church.  VA    22041-5050 


Re:    MTMC  Personal  ProQertv  Programs  -  Proposed  Re-Engineering 

Daar  General  Thompson: 

The  purpose  of  this  lener  is  to  make  you  aware  of  the  concern  with  which  the 
signatory  associations  and  their  respective  memberships  view  the  direction  taken  in  the 
proposed  re-engineering  of  the  personal  property  programs.  Our  unanimous  judgment  is 
based  upon  the  various  documents  transmitted  to  the  Industry  as  wall  as  oral 
rapresentations  made  by  the  MTMC  staff,  tha  latest  of  which  occurred  at  a  meeting  on 
August  8th.  We  have  been  advised  that  MTMC  intends  to  impose  tha  Federal  Acquisition 
Ragulation  (FAR)  on  both  tha  domestic  and  Intamational  personal  proparry  programs  and 
to  bid  tha  traffic  on  a  virtuaily  witmar-taka-all  basis  under  contracts  lasting  botwean  two 
and  five  years. 

Tha  undersigned  associations  represent  vinually  all  carriers,  forwarders,  and 
agents  panicipaung  in  MTMC's  domesoc  and  international  personal  property  programs. 
These  members  also  perform  virtually  all  of  tha  commercial  domestic  and  international 
moves,  as  wall  as  those  performed  for  tha  accoum  of  the  General  Sarvieas 
Administration.  Thay  era  tha  companies  which  have  developed  tha  commercial  praeticaa 
you  desire  to  have  applied  to  the  military  programs. 

Specifically: 

The  American  Movers  ConfBrpnrp  numbers  2.563  members  of  which  2.306  are 
carriers  or  agents  operating  in  CONUS  and  64  are  based  overseas: 

The  Household  Goods  Forwarders  Associaiion  of  America  has  1 ,1  66  members.  96 
of  which  are  forwarders  panicipating  in  the  military  programs.  320  are  agents  within 
CONUS  and  725  are  agents  oversees: 

The  Independent  Movers  Conference  consists  of  97  members  located  throughout 
the  United  States  all  of  whom  are  carriers  which  participate  in  the  MTMC  personal 
property  programs:  and 
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~he  National  Movino  ano  Stnraae  'Association  consists  Ot  1,123  memoers.  598  ot 
wnicn  are  agents/carriers  in  CONUS  ano  391  ot  wnich  are  overseas  agents  wnich 
sarticioate  in  tne  mijitarv  personal  prooertv  programs. 

At  tne  outset,  we  want  to  reaffirm  tnat  ail  signatories  to  this  letter  and  their 
memoersniDS  snare  MTMC's  oesire  to  upgraae  the  personal  prooertv  programs  and  to 
exteno  to  tne  military  memoers  those  commercial  croceaures  appiicaoie  to  tne  military 
orograms.    :n  this  connection,  we  support: 

(1)  Direct  Claims  Settlement 

(2)  300  Customer  Service  Numoers 

(3)  Service  Evaluation  Dy  tne  Military  Memoer  in  lieu  of  TQAP 

(4)  Move  Counseling  oy  Carriers 

(5)  EDI  Compatible  With  DFAS  Capability 

(6)  Overall  Simplirication  of  the  Program 

On  the  other  hand,  we  are  convinced  that  scrapping,  rather  than  modifying  and 
improving,  the  existing  procedures  specifically  developed  for  the  MTMC  personal  property 
programs  and  substituting  the  general  FAR  procurement  procedures,  will  complicate, 
rather  than  simplify,  current  procedures  and  regulations,  will  drastically  reduce  camar 
competition  and  will  destroy  the  agencvwarehousing/transport  structure  needed  to  carry 
out  the  MTMC  mission  effectively. 

dearly,  if  the  traffic  at  a  given  mintary  base  or  AOR  is  limited  to  one  or  several 
carriers  for  a  period  of  from  two  to  five  years,  the  facilities  of  the  unsuccessful  carriers 
and  agents  unaffiliated  with  the  successful  btdder(s)  will  be  lost  to  the  system.  Once  this 
infrastructure  has  been  destroyed  it  cannot  be  resurrected  for  bidding  two  or  five  ynn 
later.  This  comempiated  procedure  will  also  drasTicatly  reduce  bid  competition  wMeh 
ttvis  fsr  has  resulted  in  cost  savings  to  the  government,  since  bidders,  being  deprived  of 
participation  in  the  programs  for  a  lengthy  period,  will  similarly  go  out  of  existenca  and 
not  be  abia  to  participate  in  future  bidding.  In  thia  connection,  we  know  you  recogniM 
that  a  number  of  traffic  channela  have  no  stgnificant  neod  for  housahoid  geoda 
movements  other  than  that  requirod  by  the  miOtary. 

The  end  reault  of  the  FAR  participant-restrictive  procurement  is  to  exacerbate  the 
capacity  problem  encountered  at  JPPSOWA,  Fort  Belvoir  last  summer,  to  destroy  back-up 
capability  and  to  spread  this  problem  throughout  CONUS  and  overseas.  By  virtua  of  tho 
very  terms  of  the  proposed  procurement,  traffic  in  a  ghran  channel  is  to  be  restricted  to  ■ 
•ingle  carrier  under  a  long-term  contract,  which  by  definition,  makes  unavaiiaUa  ttw 
facilities  of  unsuccessful  carrier  bidders  and  their  agents  who  provide  much  of  tha 
required  physical  faciUties.  Thia  adverse  impact  would  be  especially  severe  on  tha  many 
small  businesses  which  era  e  part  of  the  moving  industry  end  which  have  dedicated  thair 
resources  to  moving  military  personnel  over  the  years. 

Apparently,  your  staff  recognizes  tfiis  problem  since  its  proposed  solution  is  for 
the  successful  bidder  to  place  the  agems  of  the  unsuccessful  bidders  under  subcontract 
to  It.  This  suggestion  is  wholly  out  of  touch  with  reality.  Can  you  really  expect  that  if 
one  earner  is  a  successful  bidder,  the  other  major  carriers  will  permit  their  agents  to  serve 
under  a  competing  carrier's  banner? 

Lastly,    substitution    of    the    detailed    FAR    with    its    thousands    of    interprerive 

decisions,  together  with  its  detailed  bidding  reouirements.  is  much  more  complex  and 
paper  ana  review  intensive  than  the  regulations  contained  in  the  existing  personal 
prooertv  programs.  To  say  that  the  FAR  contract  approach  constitutes  regulatory 
simplification  is  absurd.  Funher,  the  FAR  is  a  procedure  which  is  completely  unfamiliar  to 
manv  participants  in  the  personal  orooertv  oroorams  and  there  seems  to  be  no  loolcal 
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reason  to  eliminate  gooo  ooerators  oecause  tnev  ao  not  riave  FAR  experience  ano  are  not 
willing  to  oeveioD  a  oronosai-wrmng  caoaDihtv  in  oroer  to  continue  to  Darticioaie  in  tne 
srograms.  "he  aoDiicaDiiitv  oi  the  Service  Contract  Act  ana  the  Smail  Business  Act  wiil 
force  successiui  contractors  to  orasticailv  aiter  tna  wav  tnev  ao  business  ano  wiil  imDOse 
unoeiievaoie  DaoerworK  buraens  on  movers  wno  will  have  to  tracK  wages  ano  benettts  tor 
crews  wno  move  ail  over  tne  country  into  cifferent  v/age  zones  to  pertorm  tne  services 
reouirea  unaer  tnese  contracts. 

The  unoersigneo  associations  ana  their  memoersniDS  are  ready,  willing,  ana  able 
to  |oin  with  you  in  implementing  cnanges  in  the  existing  programs  which  raise  the  level  of 
pertormance,  appiy  commercial  tecnniaues  ano  practices  but.  unlike  tne  FAR  contract 
concept,  preserve  competition  among  carriers  and  the  existence  of  the  all-imponam 
infrastructure.  At  the  same  time,  we  find  it  necessary  to  advise  that  after  thorough 
consiaeration.  we  are  unanimously  convinced  that  implementation  of  the  FAR  contract 
conceot  will  be  a  disaster  to  the  government,  to  the  carriers  and  forwarders  presently 
panicipating  in  the  program,  to  their  agents  and  to  their  respective  employees. 

We  trust  that  it  is  not  too  late  for  us  to  work  together  and  revise  the  present 
programs  to  raise  the  performance  level  while  not  destroying  the  providers  of  the  reguired 
services.  We  recall  your  comment  that  the  success  of  the  MTMC  re-engineering  effort 
would  depend  to  a  large  extent  upon  the  suppon  and  cooperation  of  the  moving  industry. 
We  cannot  honestly  furnish  any  support  for,  and  adamantly  oppose  for  good  reason,  usa 
of  the  FAR  contract  concept.  On  the  other  hand,  we  are  committed  to  supporting  and 
cooperating  with  you  in  your  efforts  to  improve  the  quality  of  service  under  the  current 
tender  bid  system  or  an  amended  bid  system  that  is  simple,  efficient,  and  an  operational 
system  that  mirrors  commercial  practice. 

Wo  thought  that  tfus  expression  of  opinion  by  the  industry  involved  might  b* 
halpful  and  serve  as  an  appropriate  basis  for  discussion  at  the  meeting  which  you  and 
your  staff  have  scheduled  for  August  2Sth. 


Vary  cordiaily  youre. 


AMERI 


HOUSEHOLD  GOODS  FORWARDERS 
ASSOCIATION  OF  AMERICA.  INC. 


Donald  H.  Mansch 
President 


INDEPENDENT  MOVERS  CONFERENCE 
Jrayer  f^ 


NATIONAL  MOVING  &  STORAGE 
ASSOOATTaN 

Gary  F/ank  Petty/ 
President  / 


MOVERS  i  WAREHOUSEMEN'S 
ASSOCIATION  OF  MARYLAND 


lu-,-^<^ 


■  ■''-- 


Cellar:  -rnoic 


Name 

£xec'j:;ve  iecre'.arv 


~"itle 

Wheaton  Marviana 


.ocaiion 
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MASSACHUSETTS  MOVERS 
ASSOCIATION 


Allan  Parsons 


Mame 

=xecuiive  Director 


"itle 


Wobum  Massacnusetts 


NEW  JERSEY  WAREHOUSEMEN  8. 
MOVERS  ASSOCIATION 


u 


oii. 


W  McGratn    5r 


Mame 

Execuuve  Director 


"itle 


Moraanville   Newjersev 


CAUFORNIA  MOVING  AND 
STORAGE  ASSOCIATION 


ALASKA  MOVERS  ASSOCIATION 


WAREHOUSEMENS  ASSOCIATION  STORAGE  ASSOCIATION  ^ '        "X         / 


Rannptt  Napier 
Name 

Bwcutive  Director 


TVs 

Tallahassee  Honda 


r 

DQU9las  Hill 
Name 

Preaident 


Los  Alamitos  California 


Location 


Location 


<^r»»n  Wakefield 
Name 


TVIa 

Anchoraoe.  Alaska 


Location 


GEORGIA  MOVERS  ASSOCIATION 


MOVING  &  STORAGE 
ASSOCIATION  OF  HAWAII 


KENTUCKY  HOUSEHOLD  GOODS 
CARRIERS  ASSOCIATION 


iL^<f'''i^^^     QAf.yT^lJi^alft;  \)^H.^.>^  ^  Jgn 


Henry  mgnnote 
Name 

Executive  Director 


"tie 


Columous.  Georgia 


Location 


Arthur  Heath 
Name 


President 

r:iii 


Honolulu.  Hawaii 


William  Lallv 
Name 

Executive  Director 


FiUe 

Louisville.  Kentucky 


Location 


20-278  0-96-6 
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=  5NNSYLVAN1A  MOVING  & 
ETORAGE  ASSOCIATION 


a.7).; 


re  Liv/rencE 


■Jame 
=xec'j::ve  Oirecic 


me 


Richt3oro  Pennsvivania 


VIRGINIA  MOVERS  AND 
■/JAREHOUSEMENS  ASSOCIATION 


ILUNOIS  MOVERS  i 
•VAREHOUSEMEN'S  ASSOCIATION 


->tfL^,.>z^4.<)«.x..^.^^    rpntXj^:^    <A?t^xi4:~ 


Barron  JacKsor 


Name 

Executive  Secreiarv 


HT 


Richmona  Viroinia 


^atncia  Smitn 


Name 

Executive  Director 


Title 

Spnngfield  Illinois 


Locauon 


WASHINGTON  MOVERS 
CONFERENCE 


WISCONSIN  MOVERS 
ASSOCIATION 


ALUED  AGENTS  ASSOCIATION 


■lames  Tiitton  .Ir Thomas  Howells.  Jr. Mflhn  rarwr 


Name 


ExacutTve  DirBctor 


Ttt* 

Federal  Wav.  Washinoton 


.acauon 


Name 
President 


TMe 

Madison.  Wisconsin 


Locauon 


Name 


ECBSiSlBQL 


TVa 

Louisville  Kentudcv 


Location 


NORTH  CAROLINA  MOVERS 
ASSOCIATION 


lOAHO  MOVERS  & 
WAREHOUSEMEN^  CONFERENCE 


MKSOURI  MOVERS  ASSOCIATION 


^^   ^^^^  [Imiiam  ff).  ^hm  "TfjaoArbQUp^ 


Pam  Stanley 


Executive  Director 


Title 


'.'anessa  Grove 
Name 


President 
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Mark  Weaver 


Executive  Director 
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Raleion  Monn  Carolina 
Locauon 
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Location 
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MOVERS  CCNFERENCE 
OF  KANSAS 


IOWA  MOVERS  i  WAREHOUSE 
ASSOCIATION 


LONG  iSLAND  MOVING  a 
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Name 
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Title 
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Name 

Executive  DirecTor 


Title 
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MOTOR  TRANSPORT  OREGON  DRAYMEN  &  MICHIGAN  MOVERS  & 
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Name 

Prasident 


TMe 
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Portland  Oreaon 
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NEW  MEXICO  MOVERS  AND 
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President 
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;olurr,cia.  Esutn  Carolina 


Location 


TRANSFER  ASSOCIATION  WAREHOUSEMEN'S  ASSOCIATION 


i^.jldt-^^      G^^.^£L^i^^-^     (Q?,,^.Gs^ — 


Pat  Guvton 
Name 


Executive  Secretary 


Paul  Holouin 


Name 


President 
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Austin.  Texas 
Location 
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HOUSEHOLD  GOODS  FORWARDERS  ASSOui 

OF  AMERICA,  INC.  ^ 
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;3J0MH.L  KOAD 
TEiEPHONf  ■rn; 


Sepicmh(.-i  20.  l'">'^ 


DONALD  H 
PrMW»nt 
Alvitnoris 


GEORGE  W    PASHA.  IV 
Chtlfm»n 
Cons  Made*.  Caiirofni* 


RICHARD  W   CURRY 


Major  General  Roger  G  Thompson.  Jr. 

Commander 

Militarv  Traffic  Management  Command 

561 1  Columbia  Pike 

Falls  Church.  Viremia  22041-5050 


Re:  MTMC  Personal  Propeny  Program  - 
Proposed  ReEngmeermg 


JEFFREY  J.  BELL 
EMtculi"*  Commltl*9 
U9fnomt  Ml  LMtgt 
Orang*  Park.  Florida 


•AN  HELDERS 
£jtdculiv«  Commint 

CvlaMd.  Calllomia 


ilNO  PREISSLER 
Exacuiif*  Commrlf«« 
Utmbtf  Ml  LMfgt 
Bdlldvua.  WaaninQlon 

SANDRA  L   ROWE 

M^fflOar  ar  iMtgM 
Tonanca.  Calllomia 


DONALD  L  COLLINS 
Aaaociaia  UMmbMtM 
Aapr«a«rtraltra 
5L  Thomaa.  U.S   VliQIn  I: 

TERRY  B   HEAD 


ALAN  F   WOHLSTETTER 
G»n»'Mi  CounMMi 
Wasriirtgton.  D  C 


Dear  General  Thompson: 

I  enclose  a  copy  of  the  Associations  Comments  of  this  date  submitted  on 
the  proposed  Requirements  Package.  Although  we  have  responded  in  detail  to  the 
numerous  specific  provisions  there  set  forth,  we  continue  to  hold  to  the  firm 
conviction  that  the  service  improvements  which  MTMC  has  established  as  the 
objectives  of  its  reengineenng  effort  can  be  attained  now,  and  without  the  many 
problems  occasioned  by  the  proposed  use  of  the  "winner-take-all"  FAR  contract 
concept.  The  attachment  to  this  letter,  by  annotation  to  the  MTMC  chart  recently 
distributed  to  industry,  shows  that  virtually  all  of  the  MTMC's  desired  service 
improvements  can  be  obtained  through  intelligent  modification  of  the  present 
DOD  Personal  Propenv  Pronrams 

On  the  other  hand,  as  set  forth  in  the  letter  to  you,  dated  August  23.  1995. 
submitted  by  the  associations  representing  the  entire  moving  industry,  which  is 
now  subscribed  to  be  some  3 1  Slate  Associations,  the  use  of  the  proposed  FAR 
concept  will  adversely  impact  the  DOD  Personal  Property  Programs  by: 

( 1 )  Reducing  carrier  and  agency  capacity  and  destroying  the  necessary 
infra-structure,  making  available  to  MTMC  only  that  controlled  by  the  successful 
bidders. 

(2)  Putting  out  of  business  agents,  who  are  usually  small  businesses,  many 
of  whom  have  dedicated  their  facilities  to  the  servicing  of  military  household 
goods  shipments  for  many  years. 


(3)  By  entering  into  " winner-take-all"  long-term  contracts,  competition  on 
subsequent  bids  will  be  significantly  reduced  since  many  unsuccessful  bidders, 
who  have  been  deprived  of  military  shipments,  will  co  out  of  business 
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(4)  B\  imposing  the  detailed,  complex  and  burdensome  regulations  ot  the  I  AK  on 
prospective  bidders  and  subcontractors,  includinc  the  provisions  ofthe  Service  Contract  ,\ci. 
under  the  iiuise  of  regulatory  simplification 

(5)  Bv  awarding  contracts  to  the  best  proposal  writers,  rather  than  to  the  carriers  read\ . 
willing  and  able  to  meet  all  of  MTMCs  established  service  standards  at  competitive  rates. 

There  are  several  additional  points  which  need  to  be  made  and  which  further  underscore 
the  inadvisability  of  introducing  the  proposed  FAR  contract  concept  to  the  household  goods 
programs.  First,  as  stated  during  our  meeting  of  August  25th.  there  appears  to  be  agreement 
between  Industry  and  your  staff  that  without  subcontracting,  the  clear  result  of  the  present 
proposal  is  to  make  available,  at  a  given  AOR.  the  infrastructures  of  all  participants  in  the  DOD 
Personal  Property  Program  except  for  that  ofthe  successful  bidder.  Contrary  to  the  uniform 
statements  of  Industry,  your  staff  apparently  believes  that  agents  ofthe  unsuccessful  bidders  will 
enter  into  subcontracts  with  the  successful  bidder,  and  on  this  basis,  that  their  facilities  will 
continue  to  be  available.  As  discussed  in  the  first  part  of  this  Association's  comments,  dated 
September  20,  1995,  there  is  no  support  for  this  assumption.  It  is  illogical  to  assume  that  a  van 
line  would  permit  its  agents  to  enter  into  subcontracts  with  a  competitor  and  offer  their 
infrastructures  to  permit  the  competitor  to  meet  its  contractual  obligations.  Further,  even  were  we 
to  assume  that  subcontracts  would  be  entered  into,  the  selection  ofthe  contracting  parties  should 
be  voluntary  and  based  upon  established  commercial  relationships  founded  upon  service,  integrity 
and  the  prompt  payment  of  bills.  Since  under  the  proposal,  the  government  will  not  guarantee 
payments  by  the  successful  bidder  to  its  subs,  it  is  unfair  to  "shotgun"  subcontracts  rather  than  to 
permit  the  parties  to  engage  in  "wedlock"  on  the  basis  of  mutual  commercial  selection.  Under  the 
proposed  "winner-take-all"  concept,  the  choice  of  an  unsuccessful  bidder  and  its  agents  is  either 
doing  no  business  at  all  or  subcontracting  with  a  company  selected  by  MTMC  js  the  "successful 
bidder ".  There  is  no  counterpart  of  such  an  ctrrangement  in  the  commercial  aiena. 

Moreover,  I  have  been  advised  that  the  necessary  negotiations  between  prospective 
bidders  surrounding  potential  subcontracting  present  substantial  anti-trust  problems. 

Although  the  anti-competitive  aspects  of  bundling  have  been  previously  recognized  by 
your  staff  and  ITGBL  services  have  now  been  separated  from  domestic,  we  are  still  concerned 
about  the  bundling  of  household  goods  and  unaccompanied  baggage  in  the  international  program. 
As  stated  in  our  October  20th  Comments,  the  handling  of  baggage  requires  different  skills  and  a 
different  agency  network  than  does  household  goods.  Further,  the  plethora  of  household  goods 
carriers,  taken  together  with  the  relatively  limited  number  of  companies  meaningfully 
participating  as  baggage  carriers  in  the  DOD  ITGBL  program,  creates  an  imbalance  which 
destroys  the  level  playing  field  required  for  fair  competitive  bidding. 

Lastly,  we  must  dispute  the  comment  recently  made  that  Industry  is  "overly  concerned" 
with  the  MTMC  reengmeering  proposal  because  only  a  limited  pilot  program  is  presently 
contemplated.  We  point  out  that  the  geocranhical  scnne  ofthe  program  does  not  limit  the  harm  to 
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ine  carriers  and  agents  inciudea  within  the  scope  of  the  test. 

We  iook  torwaro  to  constructn  e  panicipation  in  the  contemplated  meeting  between  you 
and  Industrv  rcnrcsentaiives  ana  trust  that  mutual  agreement  can  re  rcacned  on  a  nroccdurj  ■'.iiic: 
mil  attain  ine  senicc  improvements  MTMC  Jcsires  uunout  tnc  aa\erse  impact  oi  tnc  proposeu 
FAR  contract  concept  which  virtually  the  entire  moving  industry  believes  will  result. 


Verv  cordially  vours. 


Q.^'km^JiJ 


Donald  H.  Mensch 

Enclosure  -  1 

cc:  Mr.  Joe  DeLucia 
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BEFORE  THE 
MILITARY  TRAFFIC  MANAGEMENT  COMMAND 

COMMENTS  OF 

THE  HOUSEHOLD  GOODS  FORWARDERS 
ASSOCIATION  OF  AMERICA  INC. 

REGARDING 

THE  DRAFT  REQUIREMENTS  PACKAGE 
AND 

THE  PROPOSED  ACQUISITION  STRATEGY 
FOR 

REENGINEER1NG  THE  DOD  PERSONAL  PROPERTY  PROGRAM 


DONALD  H.  MENSCH 

PRCRinCNT 


ALAN  F.  WOHLSTETTER 
GENERAL  COUNSEL 

HOUSEHOLD  GOODS  FORWARDERS 
ASSOCIATION  OF  AMERICA.  INC. 
2320  MILL  ROAD.  SUITE  102 
ALEXANDRIA.  VA  22314 


DUE  AND  DATED:  SEPTEMBER  20.  1995 
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COMMENTS  OF  THE  HOUSEHOLD  GOODS  FORWARDERS 
ASSOCIATION  OF  AMERICA.  INC.  (HHGF.AA)  TO  THE  DRAFT 
REQUIREMENTS  PACK.AGE  AND  THE  PROPOSED  ACQUISITION 
STRATEGY  FOR  REENGINEERING  THE  DOD  PERSONAL  PROPERT^■ 
PROGRAM 

CENTRAL  rOMVIFNTS 


We  appreciate  the  opponunit>'  to  submit  comments  on  the  details  ol  the  Requirements 
Packaiie  transmitted  by  your  lener  ot"  June  30.  1995.  However,  at  the  outset  we  want  to  make  ii  clear 
that  even  if  all  the  micro-suggestions  which  we  here  advance  in  response  to  your  invitation  were  to  be 
adopted,  this  would  not  overcome  the  umfied  objections  which  the  entire  moving  mdustry  shares  to  the 
implementation  of  MTMC's  proposed  "  \\  inner-takes-all"  F.\R  contract  concept.  '  The  basic 
infirmities  in  this  approach  are  spelled  out  m  the  letter  to  General  Thompson,  dated  August  23.  1995. 
jointly  addressed  by  the  American  Movers  Conference,  the  Household  Goods  Forwarders  Association 
of  America,  the  National  Moving  &  Storage  Association  and  the  Independent  Movers  Conference,  and 
is  now  subscribed  to  by  some  3 1  State  Associations.  For  the  record,  to  date  we  have  received  no 
response  to  this  letter. 

Again  we  offer  to  cooperate  with  MTMC  in  making  available  to  DOD  now  the  service 
improvements  which  MTMC  has  advised  it  desires  to  obtain  through  the  use  of  its  FAR  contract 
concept.  As  stated  by  many  industry  representatives  on  numerous  occasions,  you  do  not  need  the 
proposed  FAR  contract  concept  to  obtain  the  desired  ser\'ice  changes.  In  this  connection.  I  refer  to  the 
latest  flip  chart  which  MTMC  distributed  at  the  Military  Symposium  held  on  September  13,  I99S.  I 
have  taken  the  chart  entitled  "WHAT  WE  WANT"  and  have  aimotated  the  industry  position  on  each 
of  the  service  requirements  which  MTMC  intends  to  obtain  through  its  proposed  FAR  contract  concept 
(Attachment  1).  You  will  note  that,  with  a  single  exceptioiu  which  is  not  prevalent  industry  practice, 
all  of  MTMC's  service  requirements  can  be  realized  without  incurring  the  problems  resulting  from  the 
proposed  "winner-takes-alP  FAR  contract  concept. 


1 .  Since  the  inception  of  the  FAR  and  its  predecessors  regulatiotis.  transportation  for  the 
government  moving  on  a  bill  of  lading  has  been  exempted  from  the  structural  complexities  and 
burdens  of  these  regulations  and  such  services  have  been  obtained  pursuant  to  solicitation  and 
filing  of  tenders.  That  exemption  is  carried  forth  in  FAR  4700.000  (a)  (2)  and  has  been  used  by 
MTMC  and  its  predecessors  since  the  inception  of  the  DOD  Domestic  and  ITGBL  Personal 
Pronenv  Procrams.  Tlie  reason  underlyini!  that  cxcmmion  still  r'jrr.ains. 
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baggaiie  is  a  specialty  and  reqtfrres  unique  arrangements  wiiK  specialized  agents  with  air  and  suriac-^ 
carriers  due  to  the  difference  in  transportation  charactenstics  vis-a-\  is  household  goods  shipments. 

Exacerbating  this  problem  is  the  fact  that  MTMCs  most  recent  statistics.  covennL:  i"^' 
')4.  establish  thai  more  than  "^3  percent  of  the  baggage  shipments  during  thai  year  were  carried  hy  oni> 
8  freight  forwarders.  Since  there  are  approximately  150  freight  forv\'arders  in  the  ITGBL  program  who 
are  potential  bidders,  it  is  easy  to  visualize  how  the  proposed  FAR  concept,  by  bundling  baggage  and 
household  goods,  creates  a  competitive  imbalance.  It  would  permit  the  limited  number  of  baggage 
carriers  to  restrict  bids  by  declining  to  subcontract  with  household  goods  carriers  or  by  agreeing  lo 
subcontract  only  under  the  most  favorable  conditions  to  them  and  most  onerous  conditions  to  the 
proposed  household  goods  bidder. '  .\s  pointed  out.  with  case  citations,  in  Comments  which  the 
Association  filed  on  June  13.  1995.  bundling  is  a  practice  which  restricts  competition  and  "mere 
administrative  convenience"  is  not  a  sufficient  justification  for  bimdling.  We  respectfully  submit  that 
for  the  same  reasons,  the  ITGBL  solicitation  should  not  bundle  household  goods  with  baggage. 

An  unanticipated  consequence  of  the  "winner  take  all"  aspect  of  the  FAR  procurement, 
is  that  the  carrier  selected  at  one  base  or  AOR  may  also  be  selected  at  a  majority  of  the  206  AORs 
woridwide  because  of  service  enhancement  provisions  common  to  all  its  proposals.  Winning  so  many 
traffic  channels  could  cause  the  carrier  to  exceed  its  operational  as  well  as  its  financial  capability. 
Service  will  become  degraded  to  the  point  that  some  carriers  will  default  on  their  contracts.  Who  will 
then  be  available  to  pick  up  the  workload?  TTie  performance  bond  may  pay  the  re-procurcmcnt  costs 
but  service  members  will  not  receive  the  timely  quality  service  to  which  they  are  entitled.  In  addition, 
the  Service  Contract  Act  is  applicable  to  FAR  contracts  and  this  will  require  the  use  of  higher  labor 
rates.  Both  the  carrier's  administrative  workload  and  the  cost  to  the  DOD  will  significantly  increase  as 
a  result  of  the  Service  Contract  Act. 

In  light  of  the  serious  problems  involved  in  the  "winner  take  all"  FAR  contract  proposal 
being  advanced  by  MTMC,  as  outlined  above  in  the  joint  Industry  Letter  to  General  Thompson,  and  in 
earlier  comments,  we  respectfully  submit  that  no  pilot  program  be  instituted  until  an  adequate 


2.    Due  to  the  specialized  experience  required  to  properly  and  efficiently  handle  ITGBL 
unaccompanied  baggage,  one  cannot  support  an  assumption  that  a  household  goods  carrier  will 
go  into  the  baggage  business  to  qualify  as  a  household  goods  earner  participant  in  the  FAR 
procurement. 
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The  local  mo\e  contracts  shoirid  be  issued  b>  the  local  contracting  office  and  the  intrastate  contracts  r> 
MTMC. 

Z.  Paragraph  1.  3.  2  -  International  Personal  Propert\'  (HHG  &  UB):    This  paragraph  provides 
that  the  solicitation  is  to  include  the  local,  intia-theater.  imer-iheaier  moves  and  boats  less  than  25  feei 
in  length. 

First,  bundling  of  household  goods  and  baggage  in  the  international  program  restncts 
competition  and  'mere  administrative  convenience"  is  not  sufficient  justification  for  bundling.  The 
issue  of  bimdling  international  household  goods  and  baggage  is  fully  covered  in  our  General 
Comments  and  requires  no  turther  explanation.  The  alternative  we  propose  is  that  household  goods 
should  not  be  bundled  with  baggage  in  the  ITGBL  program.  Bidders  should  be  allowed  to  submit  bids 
for  both  household  goods  and  baggage  or  separately  for  either  household  goods  or  baggage  on  all 
international  trafBc  channels 

Second.  American  carriers  who  file  inter  and  intra-theater  rates  would  not  normally 
have  operating  authority  and  expertise  to  get  directly  involved  in  local  and  in-country  moves  taking 
place  wholly  within  a  foreign  country.  Combining  the  overseas  in-country  and  local  moves  in  one 
channel  is  not  a  cost  efiScient  nuumer  of  handling  these  moving  services.  Historically,  overseas  in- 
coimtiy  and  local  moves  have  been  separated  and  an  performed  by  the  local  small  business  movers 
located  in  the  AOR.  Combining  these  types  of  moves  does  not  take  into  consideration  the  difference 
between  weight  and  distance  of  in-country  moving  versus  an  hourly  or  voltmie  type  local  move 
conducted  within  the  AOR.  In  addition,  having  to  deal  with  a  contracting  officer  in  Washington  on 
moves  performed  wholly  overseas,  rather  than  locally,  and  with  DFAS  for  billing  and  payment,  is  not 
very  efficient  nor  docs  i:  simplify  the  present  process.    The  overseas  contracting  offices  have  the 
experience  with  the  local  conditions  and  requirements  and  should  continue  to  issue  the  contracts  for  in- 
country  and  local  moves. 

Our  proposed  alternative  is  for  local  overseas  moves  to  be  separated  into  two  separate 
traffic  chaimels  consisting  of  in-country  and  local  moves.  This  would  allow  the  local  small  business 
movers  to  participate  in  these  two  types  of  moves  as  prime  contractors  as  they  have  been  doing 
historically  for  the  past  40  years.  The  definitions  of  an  intrastate  or  in-country  shipment  and  local 

move,  in  paragraphs 
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The  alternative  to  this  unlimited  expansion  capability  requirement  is  to  use  the  non  FAR 

tender  system  oi"  procurement.  It  has  agent  and  carrier  expansion  capability  built  in  by  using  the  Mo- 
Foo  rate  tiling  system.  Tlie  Me-Too  oid  system  provides  each  .AOR  with  muUipie  earners  at  the  iou 
rate  level  which  can  handle  seasonal  surges  and  mobilization  requirements  without  operational  or 
financial  problems.  This  available  capability  provided  by  the  Me-Too  carriers  will  not  be  available 
under  the  FAR  contract  concept. 

4.  Paragraph  -  3.  2  -  Site  Manager  The  requirement  for  site  manager  and  his  alternate  to  have  5- 
years  experience  is  unrealistic.  The  experience  level  of  the  agent/subcontractor  site  manager  will  not 
be  so  difficult  to  obtain.  However,  an  alternate  site  manager  with  5-years  of  experience  will  be  more 
difficult  to  fmd.  It  is  not  necessary  for  the  alternate  manager  to  have  S-years  experience  to  asstire 
quality  service. 

The  alternative  for  the  alternate  site  manager  having  five  years  experience  is  for  the 
alternate  manager  to  have  three  (3)  years  experience.  This  is  reasonable  and  is  a  common  sense 
approach  to  this  requiiemenL 

5.  Paragraph  3. 3  -  Key  Personnel:  The  prohibition  against  a  contractor's  removing  key  personnel 

designated  in  paragraphs  3.1  and  3.2  constitutes  an  impermissible  interference  with  the  internal 
management  of  the  contractor's  company  and  agency/subcontractor  arrangements  arotmd  the  world.   It 
is  unreasonable  to  provide  that  a  contractor  cannot  replace  an  employee  writhout  first  obtaining 
concurrence  on  the  replacement's  qualifications  from  Headquarters  MTMC.  If  this  must  h^ipen  at  206 
AORs  around  the  world  every  time  a  manager  is  changed,  it  will  increase  the  administrative  workload 
for  the  contractors  and  MTMC.  There  is  nothing  like  this  in  the  commercial  practice. 

The  alternative  to  this  stated  key  personnel  requirement  is  for  the  Government  to  get 
out  of  the  contractors  internal  business  operation  and  rely  upon  the  contractors  end  performance  as 
measured  against  established  standards  in  the  contract.  If  the  contractor  is  not  performing  up  to  the 
published  standard,  remove  the  contractor. 
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(Jn-time  Deli\er\'.  (3)  Did  you  susuin  any  loss  or  damage?.  'U)  Would  Use  this  Carrier  Again.  'S'ES  or 
NO?  Collection  of  the  shipment  performance  data  would  be  done  at  time  of  deliver.-  by  having  the 
militar\  memoer  complete  the  surve\'  form,  by  a  return  post  card  to  be  returned  within  30  days  of 
Jeliver%.  or  bv  a  telephone  survey  conducted  by  the  carrier  or  his  agent.  Failure  of  the  militan.  member 
10  respond  to  any  of  these  different  survey  methods  would  result  in  full  credit  being  given  for  the 
shipment  performance  elements.  A  summar.'  of  the  shipment  and  claims  performance  data  would  be 
submined  to  the  PPSO  in  hard  copy  or  by  disk  on  a  monthly  or  quarterly  basis.  The  actual  dollar 
amount  of  claims  would  be  provided  from  the  dire«  claim  settlements  accomplished  between  the 
military  member  and  the  carrier.  The  PPSO  would  enter  this  summary  data  into  the  TOPS  system 
where  the  TDR  standings  of  the  prime  and  Me-Too  carriers  would  be  calculated  and  be  reflected  in 
traffic  distribution.  The  TOPS  would  automatically  distribute  the  tratFic  to  the  appropriate  earner. 

9.  Paragraph  6.  -  Quality  Assurance:  The  Govenunent's  Quality  Assurance  Procedures,  referred  to 
in  paragraph  6.  1,  Government  Quality  Assurance  Procedures,  to  evaluate  the  contractors 
performances  are  not  available  in  Attachment  7.  Therefore,  this  key  element  of  the  Requirements 
Package  caimot  be  commented  upon.  This  is  a  matter  which  Industry  insists  be  made  available  for 
comment  should  this  program  be  finalized. 

1 0.  Paragraph  6.  2  -  Contractor  Performance:    Standards  of  performance  should  be  developed  for 
both  the  domestic  and  international  programs.  However,  the  standards  should  not  be  exactly  the  same 
for  both  the  domestic  and  international  piogiams  because  of  the  different  conditions  affecting 
movement  and  the  levels  of  carrier  control  affecting  the  two  programs.  Also,  the  degree  of  earner 
control  varies  with  the  method  of  shipment  selected  by  the  PPSO.  For  example,  the  carrier  has  less 
conu-ol  of  the  baggage  and  household  goods  shipments  moving  in  the  Defense  Transportation  System, 
(DTS)  than  via  commercial  carriers. 

The  standards  for  the  domestic  and  international  programs  should  be  established  based 
upon  actual  experience  in  the  commercial  and  military  marketplace.  The  standard  for  On-Time 
Delivery  must  take  into  consideration  that  60  percent  or  more  of  military  shipments  go  into  SIT. 
Therefore,  when  a  shipment  goes  into  SIT  after  the  RDD  and  there  is  no  impact  on  the  military 
member,  there  should  be  no  penalty  for  that  shipment  missing  the  RDD.  The  standard  for  loss/damage 
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ini'ormation  on  iheir  shipment  on  a  24-hour,  seven  days  a  week  basis.  Tliis  should  reduce  the  need  for . 
live  contractor  or  earner  person  to  staff  the  800  number. 

i  2.  Paragraph  7.  1. 2.  1  -  Contractor/Customer  Interface:  By  tn.  inc  to  use  the  yeneral  FAR 
procurement,  the  requirements  contained  in  this  paragraph  and  in  paragraph  7.  1.2.  2.  will  only 
complicate  the  system  with  the  number  of  messages  that  must  be  passed  back  and  forth  between  the 
PPSO.  contractor's  agent,  and  military  member.  Transmission  of  this  information  must  be  done  via  Fax 
so  there  is  a  record  of  the  response  and  because  the  normal  telephone  communications  between  the 
PPSO  and  the  agents  in  the  summer  is  nearly  impossible.  There  are  no  administrative  workload 
savings  in  this  requirement  over  the  current  system.  Also,  by  doing  away  with  the  PPGBL  and 
replacing  it  with  a  Service  Order,  there  are  no  woridoad  savings  because  one  form  replaces  the  other. 
In  addition,  the  carrier's  workload  will  increase  because  it  will  have  to  prepare  a  commercial  bill  of 
lading.  Further,  all  commercial  bills  of  lading  do  not  look  the  same  and  this  will  cause  the  DFAS  more 
difficulty  in  processing  payments  if  the  PPGBL  is  dropped.  In  addition.  TOPS  must  be  modified  and 
even  during  a  pilot  test  of  the  FAR  concept,  dual  programs  must  be  run,  thereby  increasing  the 
administrative  workload  and  confusion  factor. 

The  alternative  to  contractor/customer  inter&ce  is  for  the  PPSO  to  continue  the  initial 
military  member's  entitlemem  counseling  and  continue  the  use  of  the  PPGBL.  There  are  at  least  six 
steps  under  the  proposed  system  versus  three  under  the  current  system.  They  are:  ( 1 )  PPSO 
counseling,  (2)  PPSO  notifying  the  agent  of  a  shipment  award,  (3)  Agent  contacting  the  member  and 
establishing  the  pickup  and  RDD  dates,  (4)  Agent  notifying  the  PPSO  of  the  confiimed  pickup  and 
RDD  dates,  (S)  PPSO  cutting  and  sending  the  Service  Order  to  the  agent,  and  (6)  Agent  sends  the 
PPSO  a  daily  report  of  all  shipments  for  pack  and  pickup  for  the  next  day. 

The  current  procedures  are  simple  and  less  of  an  administrative  workload  for  the  carrier 
and  PPSO.  They  are:  (1)  PPSO  counseling,  (2)  PPSO  notifying  the  agent  of  a  shipment  award,  and  (3) 
PPSO  provides  the  PPGBL  to  the  agent.  Both  systems  require  a  pre-move  survey  and  the  return  of 
shipping  papers  to  the  PPSO  in  seven  work  days  following  loading.  The  only  possible  way  that  a 
reduction  in  administrative  workload  and  improvement  in  service  can  occur  is  if  the  pickup  and  RDD 
dates  can  be  changed  by  direct  negotiations  between  the  military  member  and  the  agent.  This 
negotiation  procedure  should  allow  the  agent  to  change  the  pickup  or  RDD  dates  on  the  PPGBL 
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A  realistic  alternative  lo  this  requiremem  is  id  continue  with  the  curreni  pro\ision.s 
contained  in  item  29  b.  Tender  ot'Ser\'ice.  DOD  Regulation  4500. 34R.  If  a  earner  does  not  pay 
reasonable  inconvenience  claims,  ii  should  be  the  subject  ota  Camer  Review  Boara 

15.  Paragraph  8.  2  -  Origin  Toll-free  Telephone  Number:    This  is  an  unreasonable  requirement. 
especially  if  local  calls  are  at  no  cost  to  the  caller.  If  there  is  a  service  charge  for  local  calls,  then  a  toll- 
free  number  could  be  considered.  Also,  if  a  contractor  has  one  traffic  channel  and  it  has  only  1 0 
shipments  a  year,  why  is  there  a  need  for  a  toll-free  telephone  number? 

16.  Paragraph  8. 3  •  Advance  Notice  of  Pack/Pickup  dates:  There  is  no  paragraph  2.1.2.1  in  the 
proposal.  Therefore,  no  comments  can  be  made  on  its  meaning.  The  remaining  provisions  in  this 
paragraph  are  unrealistic  requirements  in  that  the  contractor  cannot  refuse  to  accept  any  shipment  as 
per  paragraph  8.4. 1 .  At  the  same  time,  the  contractor  cannot  charge  any  additional  for  providing 
expedited  service.  This  is  not  the  commercial  practice  for  supplying  expedited  service. 

The  alternative  procedure  should  be  that  the  contractor  performs  in  accordance  with  the 
published  transit  times.  If  a  caiiier  is  required  to  deliver  a  shipmem  in  a  shorter  time  than  provided  for 
in  Attachment  8,  the  earner  should  receive  additional  compensatioiL 

17.  Paragraph  8.  4  -  Acceptance  of  Shipments:  The  requirements  contained  in  sub  paragraphs  8.4.1 
and  8.4.  2  are  unacceptable.  The  bidder  must  know  what  the  daily  minimum  work  requirements  are. 
This  catmot  be  open-ended.  See  also  our  comments  on  paragraph  2.1,  Item  3,  Expansion  Capability. 
The  need  for  a  daily  minimum  requirements  has  consistently  been  recognized  and  is  contained  in  all 
DPM  contracts  which  are  subject  to  the  FAR.  Absent  the  requirement,  the  PPSO  could  offer  the 
contractor  a  month's  worth  of  work  for  one  day  which  would  exceed  the  contractor's  daily  capacity. 

There  is  no  method  to  decline  or  turn  traffic  back  when  the  contractor  facilities  are 
saturated.  This  is  a  major  flaw  in  the  "winner-take-all"  procurement  concept  being  put  forth  in  this 
Requirements  Package.  Since  low  rates  are  to  be  given  little  weight  in  the  selection  of  the  contractor 
for  the  many  traffic  charmels  at  each  AOR.  it  is  possible  that  a  single  or  the  same  few  contractor's 
proposals  will  be  rated  the  best  at  many  AORs.  The  evaluation  process  provided  for  could  result  in  the 
award  of  too  many  traffic  channels  to  one  or  several  contractors.  This  will  induce  a  saturation 
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:br  each  iraific  cnannel.  Thereidre.  there  is  no  way  a  cost  factor  lor  moving  boats  could  be  inciudcd  ii. 
the  single  factor  rate.  These  procedures  are  not  the  prevailing  coinmercial  practice  and  boats  should 
not  be  handled  this  way  b\  the  Military . 

The  alternative  for  boats  under  14  feet  that  will  fit  into  a  type  11  container  is  to  provide 
for  a  crating  charge  and  a  weight  additive.  The  weight  additive  based  upon  this  item  in  the  commercial 
tariff  is  necessary  because  these  bulky  items  will  destroy  the  shipment  density.  For  boats  under  14  feet 
that  will  not  fit  into  a  type  II  container  and  those  over  14  feet  but  under  25  feet,  the  OTO  program 
should  be  used  for  the  entire  shipment  so  the  carrier  will  not  be  asked  to  provide  "free"  transportation. 

20.  Paragraph  11.  -  Shipment  Diversion:    Increasing  the  distance  from  30  to  100  miles  without 
additional  compensation  is  contrary  to  the  prevailing  commercial  practice.  Further,  this  changed 
requirement  would  in  many  instances  place  the  shipment  into  another  rate  area  (state  or  coimtry)  which 
has  totally  different  destination  costs  than  the  original  rate  area.  The  contractor  reasonably  cannot  be 
expected  to  absorb  the  additional  cost.  Further,  the  additional  costs  cannot  be  reflected  in  the  SFRs 
because  the  Government  caimot  predict  prior  to  bidding  how  many  times  this  will  occur  during  the 
two  to  five-year  contract 

Leaving  the  compensation  for  diversions  of  more  than  100  miles  to  negotiations 
between  the  contractor  and  PPSO  is  also  unsatisfactory.  Diversions  of  more  than  100  miles  are  going 
to  happen  and  the  specific  compensation  schedule  should  be  established  before  the  bidding  takes  place. 

The  alternative  to  this  diversion  proposal  is  to  provide  that  shipments  will  be  diverted 
within  50  miles  of  the  original  destination  without  an  additional  charge.  However  a  charge  should  be 
established  for  diversions  more  than  50  miles  and  for  all  diversions,  regardless  of  distance  when  the 
shipment  goes  into  a  new  rate  area  (state  or  country).  In  this  latter  case,  the  SFR  to  the  new 
destination  rate  area  should  apply.  Another  suggestion  is  to  provide  for  a  complete  pass-through  of  the 
additional  transportation  and  destination  delivery  charges  incurred  as  a  result  of  the  requested 
diversion. 

21.  Paragraph  14.  1  -  Transportation  Services  at  Destination:  Making  the  contractor  responsible  for 
delivery  of  a  SIT  shipment  in  a  100-mile  radius  from  the  original  destination  facility  i^  unreasonable 
and  is  another  attempt  to  obtain  "free"  transportation.  Neither  the  bidders  nor  the  Government  has  any 
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■iovemment  v.iil  noi  be  paying-enough  because  there  will  not  te  a  long  enough  penod  lo  amonize  this 
cosi.  1  f  the  sniDment  is  in  storage  for  a  longer  period  than  what  the  contractor  estimated  was  required 
10  recover  his  administrative  costs  incurred  on  the  first  day  of  SIT.  the  Government  wiil  be  payini: 
mori;  o\er  the  iime  that  the  shipment  is  in  storage  than  is  fair.  In  addition,  there  can  be  no  ■free" 
storaae  because  a  shipment  is  offered  for  deliver.'  prior  to  the  RDD  or  the  published  transit  time. 
When  a  shirment  arrives  and  the  military  member  cannot  accept  delivery,  the  government  must  pa\-  for 
SIT.  That  IS  the  prevailing  commercial  practice.  The  warehouseman  must  meet  expenses  incuired  in 
operating  his  warehouse  and  the  required  revenue  is  generated  from  the  storage  lots  in  his  warehouse. 
What  this  provision  is  asking  for  is  "free"  SIT  or  wailing  time  because  the  shipment  arrived  before  the 
RDD  or  the  transit  time  date. 

The  alternative  to  this  SIT  provision  is  to  establish  a  first  day  storage  charge,  which  is 
the  commercial  practice  and  also  have  a  daily  SIT  charge  for  the  time  the  shipment  remains  in  storage. 
The  first  day  charge  and  daily  charge  should  be  based  upon  where  the  warehouse  is  located.  This  is 
presently  provided  for  in  the  solicitation.  Further,  there  is  a  continued  need  for  the  established 
warehouse  handling  charge  which  is  also  in  the  present  solicitation. 

24.  Parmgnph  14. 7  •  Rewcigh:  This  is  another  service  that  the  Goveniment  asks  the  contiactor  to 
provide  at  no  additional  cost  and  is  contnry  to  the  statement  that  the  Govemment  does  not  ejqwct 

"free"  transportation  services.  The  Govemment  cannot  predict  and  tell  the  bidders  how  many  reweighs 
will  occur  so  they  could  put  a  cost  factor  in  the  SFRs.  Not  paying  for  reweighs  does  not  follow  the 
prevailing  commercial  practice.  In  the  commercial  practice,  the  reweigh  weight  is  the  billing  weight 
and  not  the  lower  of  the  two  net  weights.  Commercial  shipments  do  not  have  anywhere  near  the 
number  of  reweighs  as  DOD.  These  reweighs  generate  a  considerable  workload  for  which  the 
agent/driver  must  receive  compensation. 

The  alternative  is  to  follow  the  commercial  practice  and  provide  that  the  reweigh 
weiglit  is  to  be  the  billing  weight.  When  this  is  done,  the  contractor  would  receive  the  benefit  of  the 
increase  in  weight  as  well  as  incur  the  reduction  in  charges  if  the  weight  is  lower.  In  addition,  the 
reweighing  of  international  shipments  is  very  labor  intensive  and  the  agent/subcontractor  must  receive 
payment  for  his  services.  .Xltematively.  a  reweigh  charge  should  be  provided. 
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time  iimuaiion.  In  a  phrase,  the'lime  limuation  should  attach  to  the  claim  itself  and  should  not  van. 
with  the  person  assenmc  the  claim. 

Lastly,  paragraph  16.2  should  be  voided  as  against  public  policy  smcc  it  extinguishes  a 
carrier's  statutor>-  right  to  contest  the  validity  of  a  claims  demand  in  the  United  States  Court  of  Federal 
Claims.  Restncting  the  forum  to  GAO  is  also  inappropriate  since  that  function  is  being  removed  from 
that  agency. 

The  alternative  loss  and  damage  claim  procedure  is  to  make  direct  claim  settlement 
mandatory  between  the  carrier  and  military  member.  The  time  to  file  a  claim  should  be  the  same  as  for 
the  commercial  practice,  or  nine  months.  There  could  be  exceptions  to  the  filing  length  for  extended 
sea  duty  or  mobilization.  The  S 1 .25  per  pound  carrier  liability  should  be  used  for  the  domestic  program 
and  $1 .80  per  pound  per  anicle  for  the  intemaiional  program.  For  any  valuations  above  these  amounts, 
there  should  be  a  separate  valuation  charge  and  valued  inventory  prepared  by  the  member.  Cairier 
liability  should  also  be  on  a  depreciated  basis. 

27.  Paragraph  16. 12  -  Dispute  Channels:  This  paragraph  limiu  the  normal  channels  for  disputes  to 
the  GAO  and  then  to  the  Comptroller  General.  There  is  a  further  statutory  right  of  appeal  to  the  U.S. 
Court  of  Federal  Claims.  See  discussion  imder  paragraph  1 6,  Loss  and  Damage  Claims. 

28.  Paragraph  18. 49  -  Tare  Weight:   This  is  an  improper  definition  of  tare  weight.  The  conect 
definition  is  contained  in  paragraph  20,  ^>pendix  A,  DOD  Regulation  4500.34  R. 

29.  Attachment  3,  paragraph  2  -  SFR  Solicitation/Submission:  The  prevailiog  commercial  practice 
for  rate  filing  in  the  domestic  program  is  for  a  segmented  rate,  not  a  SFR.  Use  of  the  SFR  for  domestic 
commercial  HHG  movement  does  not  exceed  3%  of  all  the  conmiercial  rates  filed. 

30.  Attachment  3,  paragraph  2.1  -  Minimum  Weight:  It  is  unreasonable  to  have  100  net  pounds  as 
the  minimum  weight  for  all  SFRs  under  this  solicitation.  The  conunercial  practice  is  generally  a 
minimum  weight  of  1,000  net  pounds  for  household  goods  and  100  pounds  gross  for  baggage.  The  use 
of  the  net  weight  in  place  of  gross  weight  for  baggage  shipments  will  create  additional  work.  The 
commercial  practice  for  baggage  is  to  use  the  gross  weight  because  the  obtaining  of  the  tare  weight  of 
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INTBRSTAIE  FREIGHT  TARIFF 

Namins 
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Applying  On 
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Paints  ia 

TEE  UHHED  STATES 
(Includins  HsMaii  md  Alaska) 


«<-  .;;a-! 


The  provisions  publiabad  barain  will  noc,  if  atieeciva,  rasnic  in  an  aftaec  en 
the  quality  of  tha  huaan  anTJrenaant . 


Oistanca  or  nilaaga  Coaaoditr  Rata*  shoMn  harem  db7  be  usad  onlr  whan  no 
Comnodity  Rates  (other  than  Oistanca  Conoiodicy  Bates)  have  been  published  to 
apply  Erom  and  to  tha  saae  points  over  tha  same  ronta. 


Per  reference  to  Govaraint;  Publieationt .  saa  lean  H  herein. 


January  7,  1993 EFPECTin:  January  19.  1»»3 


ALAN  F.  UOHLSTETTER,  Executive  Secracary 

1700  Z   Scraac.  N.M..  Suite  301 

Washington.  D.C.  20006 
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Madam  Quiiman,  distinguished  members  of  the  committee,  thank  you  for  this 
opportunity  to  appear  before  you  today  to  discuss  &e  importance  of  the  DOD  personal 
property  movement  and  storage  program  and  its  impact  on  our  service  members  and  their 
families. 

The  Department  of  Defense  Peii^nal  Property  Program  is  a  billion  dollar  plus  program 
managed  for  the  military  services  by  the  Militaiy  Traffic  Management  Command.  We  are  the 
industry's  single  largest  customer,  with  over  650,000  shipments  a  year  —  approximately  15 
percent  of  the  moving  industry  business.  We  impact  the  quality  of  life  of  our  service  members 
over  650,000  times  a  year  by  the  policies  we  implement  that  govern  the  movement  and  storage 
of  their  possessions.  Over  a  military  career,  a  service  member  typically  is  called  upon  to 
move  more  than  20  times.   We  are  reengineering  the  program  to  improve  the  quality  of  these 
moves  and  not  adversely  impact  the  small  businessperson.   Our  proposed  program  Incorporates 
maximum  opportunities  for  small  business  as  the  prime  contractor  as  well  as  significani 
emphasis  on  subcontracting  opporttmities.   We  will  be  reporting  to  the  House  Appropriations 
Committee  in  January  1996  of  small  business  participation. 

The  Commander-in-Chief,  US  TransporUtion  Command,  tasked  MTMC  in  June  of  1994 
to  reengineer  the  Personal  EYoperty  Program.   In  response  to  GAO  direction  to  instill  more 
competition  in  the  program,  we  initially  embarked  on  changing  the  dome<;tic  personal  property 
program  in  1993.   That  effort  gained  momentum  with  the  TRA>JSCOM  tasking  and  an 
tmsuccessful  summer  moving  season,  which  highlighted  the  inefficiencies  of  the  current 
program.   Many  shipments  were  delayed,  lost,  stranded,  burned,  damaged  and.  ultimately, 
many  members  were  forced  to  attempt  to  seek  their  own  moving  services  at  considerable 
personal  expense.  The  stress  of  this  situation  caused  hardships  tiuoughoxit  the  military  for 
service  members  and  their  families.  We  continue  to  experience  substandard  service  for 
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shipments.  These  problems  are  often  caused  by  caatiactors  who  simply  cannot  meet  their 
service  obligations. 

The  central  tenet  of  our  readiness  philosophy  is  people  are  our  most  important  assets.  We 
invest  a  lot  in  developing  our  soldiers,  sailors,  airmen,  marines,  and  civilians.  Il  lakes  many 
years  to  develop  first-rate  leaders.  With  moving  being  one  of  the  most  stressful  events  in  a 
persons'  life,  it  is  imperative  we  impruve  the  quality  of  the  process.  The-DOD's  Quality  of 
Life  Task  Force,  established  by  Secretary  of  Defense  Perry  and  under  the  leadership  of  Mr. 
John  O.  Marsh,  a  former  Secretary  of  the  Army,  mandated  that  systems  be  simplified,  the 
quality  of  service  for  the  member  be  improved  and,  most  of  all,  that  members  be  satisfied 
customers  of  DOD's  services.  The  overarching  philosophy  is  that  a  satisfied  member  is  a 
retained  member. 

Policy  changes  within  and  outside  the  Department  also  drove  us  to  take  a  completely 
different  approach  to  the  procurement  of  moving  services.  Both  the  National  Performance 
Review  and  Acquisition  Reform  directed  rehance  on  the  marketplace  to  manage  commercial 
processes.   Non-core  functions  should  be  contracted  out. 

I  would  like  to  now  enumerate  some  of  the  problems  with  the  current  program  and 
provide  some  information  about  the  processes  associated  with  that  program. 

We  spend  over  $1  billion  in  linehaul  costs  alone  to  move  our  members'  belongings.   We 
also  spend  approximately  $100  million  more  in  claims  for  damages  inflicted  by  ^  moving 
industry.   Of  this  $100  million,  we  recover  from  the  industry  approximately  60  percent  or  $60 
million.  The  remaining  $40  million  is  paid  by  the  taxpayer.  Otir  loss  and  damage  rate  is 
about  23  percent—one  in  four  shipments  is  either  lost  or  damaged.  We  are  convinced  that  this 
is  unacceptable  and  that  we  can  do  better.  We  need  and  deserve  the  same  level  of  service  that 
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the  coaunercial  corporate  customer  receives.  Oui-  research  has  shown  us  that  we  aie  not 
receiviiig  that  level  of  service  today. 

The  process  for  a  carrier  to  do  business  with  the  DOD  today  is  based  on  ininimuin 
qualification  standards.  Carriers  may  enter  the  system  oootinuously  and  at  will.  Our  program 
is  rate  driven.  Until  relatively  recently,  lowest  cost  has  been  the  driving  force  behind 
government  acquisition.   Tlie  personal  property  program  agreements  are  short-term.    We 
solicit  rates  every  six  months,  resulting  in  the  processing  of  millions  of  rales  a  year. 
Furthermore,  we  do  what  is  unheard  of  in  any  other  acquisition  process,  that  is,  we  solicit 
initial  rates,  determine  the  low-rate  setter,  then  we  allow  all  the  other  bidders  to  see  what  has 
been  bid  and  match  the  lowest  rate.  We  call  this  a  "me  too"  process  and  it  often  results  in 
carriers  filing  extremely  low  rates  to  obtain  the  business  and  then  not  being  able  to  perform  or 
going  bankrupt  and  leaving  the  DOD  and  local  agents  and  other  transportation  entities  with 
outstanding  receivables.   As  a  result,  our  shipments  become  frustrated  and  we  must  assume  the 
reprocurement  costs  to  complete  the  movements,   In  evaluating  the  performance  of  the  carriera 
that  we  do  business  with,  we  have  in  place  a  very  manpower  intensive,  paper  driven  system, 
both  for  the  industry  and  for  the  DOD.  We  attempt  to  score  every  one  of  those  650,000 
shipments  individually.   We  do  not.  however,  ask  the  member  if  the  move  was  satisfactory. 
With  the  cutbacks  in  the  DOD,  we  no  longer  have  the  resources  to  continue  to  invest  in  and 
bear  the  cost  of  the  current  inefficient  program.  We  believe  tiiat  the  commercial  moving 
industry  has  both  the  expertise  and  the  experience  necessary  to  move  our  members  in  a 
professional  and  courteous  way,  with  minimal  damage.  Large  corporate  shippers  do  business 
fhis  way  -  DOD  should  do  the  same. 

We  started  our  reengineering  process  with  a  clean  sheet  of  paper  and  a  commitment  to 
making  full-scale  top  to  bottom  reform.  Past  experience  and  "as  is"  business  process  modeling 
showed  us  that  the  multitude  of  policies,  procedtmes  and  regulations  that  made  up  our  50  year 
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old  program  were  so  intertwined  and  interdependent  that  it  would  not  be  possible  to  Hx  the 
current  program  by  making  simple  changes.   Wc  also  knew  that  past  anempts  to  improve  the 
current  program  by  making  simple,  piece-meal  dianges  were  met  with  resistance  from  the 
moving  industiy.  The  moving  industry  is  a  complex  system  of  numeiDtis  and  different 
relationships  among  suppliers  of  services:  the  large  mega-companies,  their  agents,  the 
independent  van  owners  and  operators,  (he  intemadonal  forwarders,  domestic  forwarders, 
small  and  medium  sized  carriers  that  are  also  agents  of  other  carriens,  port  handlers  and  over- 
ocean  and  air  carriers.  In  other  words,  the  household  goods  moving  industry  is  so  segmented 
that  it  is  difficult  to  satisfy  each  segment's  needs  fully.  In  the  past,  attempts  to  make  changes 
to  the  current  program  impacted  one  element  of  the  industry  more  than  another.   As  a  result, 
we  were  not  able  to  reach  a  satisfactory  end  product.   Consequently,  reengineering  the  DOD 
Personal  Properly  Program  made  sense.   As  Hammer  and  Champy  wrote  in  their  book 
Reengineering  the  Corporation,  "Business  reengineering  isn't  about  fixing  anything.   Business 
reengineering  means  starting  aU  over,  starting  from  scratch. "  Our  efforts  take  the  best  of  the 
old  and  incorporate  the  objectives  of  acquisition  reform  and  quality  management. 

Our  reengineenng  effort  is  focused  on  reaching  the  following  objectives: 

o  Improving  the  quality  of  service  for  service  members  and  their  families. 

o  Forming  a  sincere,  professional  partnership  with  the  moving  industry  based  on 
tnist  and  respect. 

o  Retaining  the  current  industry  infrastrxicture  through  full  and  open  competition. 

o  Devising  a  simple  program  that  relies  on  die  industry's  experience  and  e;q>eitise, 
rather  than  government  procedures,  rules  and  documentation. 
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o  Adopting  the  best  commextnal  business  practices  available. 

We  approached  these  objectives  in  a  very  orderly  fashicn. 

o  We  notified  the  industry  of  our  reen^eenng  effort  through  the  Federal  Register 
early  on.  We  held  meetings  with  leaders  of  the  industry  and  their  associations  and  are.  still 
today,  providing  electronic  updates  continuously  on  the  status  of  the  program. 

o  We  initiated  a  business  process  modeling  effort  to  look  at  the  "is-is"  and  develop 
a  "to  be"  program  and  the  a^odated  costs  of  each.  This  effort  is  not  completely  finalized,  but 
is  well  on  its  way. 

o  We  hired  the  Logistics  Management  Institute  to  assist  us  in  developing  an 
acquisition  strategy  for  the  new  program. 

o  We  conducted  visits  to  over  50  of  our  own  field  installations  to  determine  the 
problem  areas  and  also  questioned  service  member;;  on  their  views. 

o  We  have  made  numerous  visits  to  carriers  and  forwarders,  both  large  and  small 
and  we  have,  at  their  invitation,  made  presentations  at  their  professional  conferences— never 
turning  down  an  opportunity  to  dialogue  with  the  industry. 

o  We  visited,  surveyed  and  consulted  with  corporate  shippers  to  detenrnne  the 
commercial  business  practices  they  follow. 
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Over  i3n£  past  year  we  have  listened  to  the  industry.  Today,  we  are  on  our  third  proposal 
concerning  personal  property  reingineering  and  have  made  a  commitment  to  meet  again  with 
the  industry's  leaders  and  associaticms  in  the  veiy  near  future  to  review  CDmmaits  thus  far, 
discuss  a  proposed  pilot  program,  and  small  business  partidpatioa. 

Based  on  input  we  have  received  from  industry,  we  have  moved  from  a  regional  approach 
(awarding  regional  contracts  to  a  single  or  multiple  carriers),  to  an  ^iproach  that  would  have 
awafxted  multiple  contracts  for  worldwide  service  from  a  single  origin,  to  the  current  proposal 
that,  we  believe,  provides,  to  the  maximum  extent  possible,  full  and  open  competition  with 
optimum  business  opportunities  for  all  sizes  and  segments  of  the  moving  industry.  This 
proposal  provides  that  we  would  award  traffic  to  a  carrier  and  alternates  on  channels  or  traffic 
lanes  from  an  origin  to  a  destination.  These  channels  are  so  divided  as  to  provide,  ultimately, 
more  than  17,000  opportunities  for  movers  to  be  successful  contractors  throughout  the  world. 
Our  proposal  also  incorporates  those  customer  service  provisions  now  adopted  by  corporate 
shippers  and  suggests  the  use  of  the  Federal  Acquisition  Regulation  as  the  method  of  procuring 
these  services. 

Reraiise  of  this  structure,  we  wiU  issue  one  solicitation  and  separately  award  contracts  for 
local  moves,  intrastate  moves,  interstate  moves  and  interoational  moves.  This  strategy 
certainly  divides  our  business  into  enough  segments  to  encourage  small  and  small 
disadvantaged  businesses  to  compete  and  win  as  prime  contractors,   it  would  also  contain  a 
requirement  for  large  contractors  to  subcontract.  The  subcontracting  plan  would  be  a 
significant  factor  in  our  source  selection  evaluation  plan.  We  would  also  require  the  specifics 
of  that  plan,  i.e.,  those  companies  and  volue  of  traffic  proposed  to  be  subcontracted,  and  we 
would  follow  the  policy  for  small  and  small  disadvantaged  business  participation  in 
government  contracts  as  expressed  in  the  Small  Business  Act. 
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Wc  propose  to  test  this  concept  in  a  pilot  program  beginning  in  the  fall  of  1996.   While 
our  pilot  program  is  not  solidified,  we  believe  conceptually  that  by  awarding  contracts  for 
selected  i^hannAk  of  traffic  throughout  the  world,  we  would  be  conducting  a  fair,  side-by-side 
test  of  the  new  with  the  current  program. 

Madame  Qiainnan,  I  would  like  to  respond  specifically  to  several  questions  you  raised  in 
your  letter  of  September  27th.  On  the  question  of  bundling,  we  have  not  combined  any 
requiremenia  in  our  proposal  without  first  considering  the  impact  on  small  business.   Rather, 
the  concerns  of  small  business  and,  particularly,  the  household  goods  forwarders  are  precisely 
why  we  moved  away  from  our  first  and  second  proposals  to  the  current  "award  by  channel" 
proposal.  The  only  requirement  we  have  included  in  this  proposal  that,  historically,  was 
solicited  separately,  is  the  movement  of  unaccompanied  baggage.  In  making  this  decision,  we 
noted  that  all  forwarders  we  do  business  with,  even  those  who  specialize  in  baggage,  file  both 
household  goods  and  baggage  rates.  Therefore,  these  are  not  diverse  requirements.  We 
believe  that  we  should  include  the  movement  of  unaccompanied  baggage  in  our  requirement  to 
provide  "one  stop  shopping"  for  our  service  members  to  improve  their  quality  of  life.  The 
member  and  most  often  his  or  her  spouse,  is  left  to  deal  with  a  handful  of  different  carriers 
under  the  current  program.   For  example,  on  international  moves,  the  members  will  likely 
have  different  canieri  for  their  hou:>ehold  goods  going  into  storage,  their  overseas  household 
goods  shipments  and  their  unaccompanied  baggage  shipments.   We  also  believe  Ihal  an 
tinaccompanied  baggage  shipment  is  really  nothing  more  than  a  smaller,  expedited  shipment  of 
certain  good.<:  needed  to  establish  a  household.  Therefore,  it  stands  to  reason  that  a  mover 
should  be  able  to  handle  both  international  shipment  entitlements  of  the  member— the  larger, 
slower  household  goods  shipment  and  the  smaller  expedited  baggage  shipment.   Our  ctirrent 
proposal  goes  to  extraordinary  lengths  to  avoid  bundling  our  business  in  order  to  allow  small 
businesses  to  compete.  As  stated  previously,  we  want  to  retain  those  good,  professional 
carrien  we  do  business  with  today  and  help  them  flourish  under  our  program. 
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In  selectiiig  the  use  of  the  Federal  AcquisiticMi  Regulation  (FAR)  in  our  proposed 
acquisition  vehicle,  we  chose  the  method  that  prevails  diroughout  government  today  for  the 
procurement  of  services.  The  exemption  from  the  FAR  for  transportation  services  is  a  produa 
of  a  regulated  transportation  industry.  Since  deregulation  in  the  early  1980's,  the  govenunent 
and  the  DOD  have  moved  toward  use  of  contracted  rates  versus  tariff  rates,  through  use  of  the 
FAR.   Using  the  FAR  and  a  structuned  acquisidon  process  brings  us  several  things  we  desire; 
full  and  open  competition,  long  term  relationships,  commercial  business  practices,  protection 
for  both  parties,  and.  most  of  all,  the  concept  of  "best  value. "  Under  the  FAR,  we  can 
evaluate  an  offeror's  management  structure,  operadonal  approadi.  capacity,  past  performance, 
quality  control  plan,  financial  stabiUty,  subcontracting  plan,  and  lastly  their  rate.  T  need  to 
point  out  that  the  use  of  the  FAR  is  not  completely  foreign  to  this  industry.   Cturenlly,  our 
long  term  storage  services  are  procured  under  the  FAR.  This  includes  over  1 .300  contracts 
with  small  warehouse  owners.  Additionally,  we  also  procure  local  moves  under  the  FAR. 
However,  it  should  be  noted  all  these  FAR  contracts  are  based  on  low  cost  bids.  Because  we 
know  that  use  of  the  FAR  may  not  be  a  familiar  method  to  some  of  the  industry,  we  are 
considering  training  in  the  FAR  before  issuing  a  fmal  solicitation.    We  take  our  training 
obligation  seriously.   By  educating  our  suppliers,  we  can  increase  competition. 

We  are  committed  to  structuring  an  approach  that  offers,  to  the  maximum  extent  possible, 
small  forwarders  the  opportunity  to  fairly  compete  for  our  business.  In  fact  our  approach  is 
very  similar  to  the  current  process  used  to  move  imaccompanied  baggage.  It  is  not  our 
intention  to  force  the  small  businessperson  out  of  our  program.  On  the  contrary,  it  is  the  small 
business  that  provides  the  resources  and  capacity  needed  for  this  industry.  We  understand  the 
important  role  they  play.   Consequently,  we  have  structured  an  approach  that  provides 
business  opportunities  for  all  segments  of  diis  industry,  especially  small  business,  to  compete 
fairly.  Certainly,  we  will  be  in  a  better  position  to  assess  the  impact  of  this  approach  on  all 
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segments  of  the  industiy,  not  only  forwarders,  and  the  cost  to  the  govcnuneiit,  after  the  pilot 
program.   In  that  regard,  we  plan  to  hire  an  independent  company  to  evaluate  the  success  of 
the  pilot  program.   They  will  evaluate  such  items  as  on  time  pido^)  and  delivery,  the  value  of 
claims,  the  business  process,  cost,  and  oistomcr  satisfaction. 

We  remain  committed  to  a  productive  partnership  with  tfie  entire  industry.  At  each  step 
of  the  process,  we  have  solicited  and  considered  industiy  input  and  will  continue  to  do  so.  We 
will  be  meeting  with  die  indu.<nry  in  the  near  future  as  I  mentioned  earlier  to  ducu.^^  the 
comments  they  have  submitted  so  far.  These  comments,  received  in  response  to  our 
requirements  document  arul  aoqulsition  strategy,  both  released  in  the  June-July  time  period, 
have  pointed  out  two  significant  issues.  One,  there  is  an  across-the-board  fear  of  the  Federal 
Acquisition  Regulation.    We  are  still  discussing  that  issue,  but  also  believe  that  mudi  of  that 
fear  is  a  result  of  misinformation  and  unfamiliarity.  We  believe  we  can.  through  instruction 
and  training,  reduce  thai  concern  significantly.  The  second  major  area  of  industiy  comment  is 
that  we  should  merely  "fix"  the  current  progxam.   I  covered  our  reasoning  earlier  in  my 
statement  and  would  reiterate  that  we  see  this  reengineering  effort  as  a  package  approach  to  the 
procurement  of  commercial  moving  services.  Clearly,  dramatic  change  is  necessary  to 
improve  the  quality  of  service. 

the  movement  of  our  service  members  directly  impacts  their  quality  of  life.   A  service 
member's  life  is  difficult  enough  with  deployments,  family  separations  and  the  accompanying 
stress  and  frustration.  We  must  do  all  that  we  can  to  improve  their  living  standard.  That  is 
why  we  are  striving  towards  a  system  which  will  provide  our  service  members  with  state-of- 
the  art  moving  services  provided  by  high  quality,  professional  movers. 

Thank  you  for  this  opportunity  to  present  our  views.  I  will  be  glad  to  address  your 
questions. 
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OF  THE  U.  S.  HOUSE  OF  REPRESENTATIVES 


OCTOBER  11,  1995 


Thank  you,  Madame  Chair.  I  appreciate  the  opportunity  to  appear  before 
the  Small  Business  Committee  and  wish  to  particularly  thank  you  for 
scheduling  this  hearing. 

Small  Business  is  the  backbone  of  America.  It  employs  more  people  and 
does  more  to  stimulate  the  economy  of  our  nation  than  any  other  segment  of 
society.  Therefore,  it  is  particularly  alarming  when  the  government  appears  to 
take  actions  which  will  harm  this  important  business  sector. 

I  believe  that  government  must  cut  its  costs,  but  not  at  the  expense  of 
the  nation  itself. 

When  a  constituent,  Chris  Alf,  owner  of  National  Air  Cargo  in  Buffalo, 
New  York,  came  to  me  and  told  me  of  the  recent  air  cargo  RFP  -  request  for 
proposals  —  from  the  General  Services  Administration,  I  was  worried.  I  was 
worried  because  it  appeared  to  effectively  eliminate  the  participation  of  small 
business  carriers  in  the  shipment  of  air  freight.  As  you  will  hear  in  the  second 
panel,  an  attempt  at  consolidation  by  the  Department  of  Defense,  in  the  case  of 
household  goods  movers,  is  but  a  second  example  of  the  attempt  to  eliminate 
small  business  providers  by  consolidating  government  contracts  with  a  single 
large  carrier. 

I  am  well  aware  that  one  of  the  reasons  for  our  nation's  success  in  the 
Gulf  War  was  the  presence  of  a  large  number  of  small  air  freight  carriers 
which  were  able  to  step  in  and  deliver  necessary  parts  and  equipment  on  short 
notice.  Without  their  existence,  it  is  doubtful  that  we  would  have  been  so 
successful  in  that  action. 
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Therefore,  any  measure  which  would  result  in  such  businesses  being 
unable  to  continue  operation  would  harm  not  only  them  and  their  employees, 
but  also  make  it  less  likely  that  our  nation  would  be  able  to  fully  and  rapidly 
respond  in  the  event  of  war  or  natural  tragedy. 

I  am  particularly  pleased  to  introduce  to  the  Committee  my  constituent 
who  brought  this  problem  to  my  attention.  Chris  Alf,  an  entrepreneur  from  my 
district,  is  a  true  American  success  story:  an  individual  who  found  a  need  and 
worked  to  fulfill  it. 

After  spending  seven  years  as  an  air  freight  sales  representative,  Chris 
Alf  founded  National  Air  Cargo  in  1991.  National  Air  Cargo  provides  door- 
to-door  charter,  same  day,  overnight,  and  second  day  air  cargo  services  world- 
wide. The  company's  services  are  unmatched  in  the  cargo  industry.  National 
Air  Cargo  will  ship  anything  anywhere.  For  example,  while  other  air  freight 
carriers  are  bound  by  a  150-pound  weight  limitation  and  restricted  from 
delivering  to  out-of-lJie-way  areas,  Mr.  Alfs  company  will  send  the  heaviest 
weight  package  to  any  remote  delivery  site. 

National  Air  Cargo's  many  customers  include  the  Department  of 
Defense,  whose  shipments  of  crucial  security  equipment  have  always  been 
delivered  expeditiously  and  safely.  In  addition  to  serving  the  nation,  Mr.  Alfs 
firm  has  grown  in  the  past  four  years  to  the  point  at  which  it  now  employs 
fifteen  individuals  in  its  home  office  in  Buffalo  and  provides  work  for 
hundreds  of  others  throughout  the  nation  as  a  result  of  its  air  cargo  business. 

Madam  Chair,  I  am  concerned  that  GSA's  proposal  will  impair  the 
record  of  innovation  and  efficiency  of  our  nation's  small  companies,  such  as 
National  Air  Cargo.  The  air  freight  industry  is  growing  at  an  annual  rate  of 
seven  percent.  Chris  Alf  is  a  dynamic  and  sensible  business  leader.  I  am 
confident  that  he  will  provide  this  Committee  with  sound  information  on  how 
to  better  serve  the  federal  government  in  fulfilling  its  needs  in  a  competent, 
safe  and  cost-effective  manner.  I  look  forward  to  his  words  and,  again,  thank 
you  for  giving  him  the  opportunity  to  appear  before  you. 
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JAN  Mf  VERS,  Unsas  JOHN  J  Uf  AlCE,  New  York 

Congress  of  the  Bnited  States 

ttoust  of  HtprtBcntariocs 

iHtti  Congrtss 

Cominlttcc  on  ^mall  ]5usincss 

2361  Kaubum  ^ousc  0f1icc  Building 
Wajhington.  ©£  2i«i5-»ii5 

November  1,  1995 


Mr  Allan  Beres 

Assistant  Commissioner 

Office  of  Transportation  and  Property  Management 

General  Services  Administration 

18'*'  and  F  Streets,  N  W 

Washington,  DC  20405 


Dear  Mr  Beres: 

In  order  to  facilitate  your  response  to  inquiries  made  by  members  of  the  Committee  on 
Small  Business  during  the  October  11,  1995  hearing  on  federal  contract  bundling,  my  staff  has 
compiled  the  following  list  of  informational  requests  from  the  official  hearing  transcript 


1)  Please  explain  the  difference  between  aggregating  demand  and  contract  bundling 

2)  Has  GSA  prepared  any  studies  on  the  effect  that  the  heavy-freight  portion  (line  item 
No  3)  of  this  contract  solicitation  (RFP  #  FCXS-T  3-950001-N)  will  have  on  small 
business''  If  so,  what  were  the  results?  How  many  small  businesses  were  studied  and 
how  were  they  selected? 

3)  Please  supply  the  Committee  with  data  you  collected  regarding  the  ability  of  small  air- 
forwarding  companies  to  track  shipments. 

4)  Please  submit  correspondence  between  GSA  and  the  SBA  Office  of  Advocacy 
regarding  the  heavy-freight  portion  of  the  contract  solicitation 
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5)  Please  explain  why  there  are  no  plans  to  eliminate  the  provision  in  the  solicitation 
requiring  bidders  to  either  participate  in  the  Civil  Reserve  Air  Fleet  (CRAF)  program 
or  use  a  CRAF  participant  to  transport  heavy-freight 


Thank  you  again  for  your  testimony  at  the  hearing    I  look  forward  to  receiving  your 
written  responses  to  the  above  inquiries,  and  appreciate  your  efforts  to  respond  to  these 
questions 

If  you  have  any  questions,  please  call  Jeff  Tucker  of  my  Committee  staff  at  (202)  225- 
5821. 


Jsmcej^ly, 

C^an  Meyers  "^ 

Chair 
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;.N  MEYERS.  Kansas  JOHN  j  laFALCE.  New  Yor« 

dongrcsB  of  the  Bnitcd  States 

l^ousc  of  UcprcfitntanDEs 

mOi  dongrcBs 

(Eflmmittcc  on  3niall  Business 

:^i>i  Haobuni  ^odsc  0flicc  Building 

TOajhington.  B£  2ni?-HH 

Decembers.  1995 


Mr  Allan  Beres 

Assistant  Commissioner 

Office  of  Transportation  and  Property  Management 

General  Services  Administration 

1941  Jefferson  Davis  Highwas 

CM  4    Room  #815 

Arlington.  V  A    22202 

Dear  Mr  Beres 

During  your  testimon\  before  the  House  Committee  on  Small  Business,  several  Members 
of  the  Committee  asked  you  to  provide  specific  information  regardmg  the  General  Services 
Admmistration  s  contract  solicitation  (RFP  #  FCXS-T  3-950001-N)  for  express  transportation  services 
Following  the  hearing.  1  sent  you  a  letter,  dated  November  I.  1995.  confirming  the  specific  questions  and 
requests  for  information  from  the  heanng    Attached  to  this  letter  is  the  list  of  inquiries  made  b\  members 
of  the  Committee,  uhich  1  included  in  m\  letter  of  November  1.  1995 

M\  staff  has  also  spoken  with  GSA  s  congressional  liaison.  Marcia  Herzog.  on  several 
occasions  dunng  the  past  several  weeks  concerning  GSAs  response  to  the  Committee's  requests    Despite 
the  continued  assurances  from  Ms  Herzog  that  the  information  would  be  forthcoming,  the  Committee  has 
yet  to  receive  an\  written  response  with  respect  to  this  matter 

In  an  effort  to  complete  the  record  for  our  October  I  Ith  hearing  and  continue  the 
Committee  s  oversight  of  GSA  s  handling  of  Federal  express  transportation  services.  I  write  once 
again  to  ask  for  the  information  requested  at  the  heanng.  which  I  would  appreciate  receiving  no  later  than 
December  18.  1995 

Thank  you  for  your  prompt  attention  to  this  matter 
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dongrcsB  of  the  BnitEd  3tatcs 

iriousc  of  UcprEsnitariDtB 

iMtti  GJingrtBB 

Committee  on  3mall  Busmcss 

iw  113950171  ^usc  0nia  Building 
Attachment 


The  following  is  a  list  of  inquiries  made  by  members  of  the  Committee  on  Small  Business  during 
the  October  1 1,  1995  hearing  on  Federal  contract  bundling 


1 )  Please  explain  the  difference  between  aggregating  demand  and  contract  bundling 

2)  Has  GSA  prepared  any  studies  on  the  effect  that  the  heavy-freight  portion  (line  item 
No  3)  of  this  contract  solicitation  (RFP  #  FCXS-T  3-950001-N)  will  have  on  small 
business''  If  so,  what  were  the  results'"  How  many  small  businesses  were  studied  and 
how  were  they  selected'' 

3)  Please  supply  the  Committee  with  data  you  collected  regarding  the  ability  of  small  air- 
forwarding  companies  to  track  shipments 

4)  Please  subntit  correspondence  between  GSA  and  the  SBA  Office  of  Advocacy 
regarding  the  heavy-fi-eight  portion  of  the  contract  solicitation 

5)  Please  explain  why  there  are  no  plans  to  eliminate  the  provision  in  the  solicitation 
requiring  bidders  to  either  participate  in  the  Civil  Reserve  Air  Fleet  (CRAF)  program 
or  use  a  CRAF  participant  to  transport  heavy-freight 


JAN  MEYERS,  Kansas 
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Congress  of  the  Bnited  States 

i^ousf  of  KcprcBtntatiocB 

iMtti  CongrtfiB 

CommittEt  on  3mall  jSuBincss 

2361  Kajibuni  fioust  ©flict  Building 
flDajhington.  B£  20511-6III 

January  16,  1996 


JOHN  J,  LaFALCE,  New  York 


The  Honorable  Steven  Kelman 

Administrator 

Office  of  Federal  Procurement  Policy 

352  Old  Executive  Office  Building 

Washington,  DC    20503 


Dear  Dr  Kelman, 


On  October  1 1,  1995,  the  Committee  on  Small  Business  held  a  hearing  at  which 
the  Assistant  Commissioner  for  the  Office  of  Transportation  and  Property  Management  at  the 
General  Services  Administration,  Mr  Allan  Beres,  testified    At  that  hearing  the  Committee 
requested  specific  information  from  Mr  Beres  regarding  GSA's  contract  solicitation  (RFP  # 
FCXS-T  3-950001-N)  for  Federal  express  transportation  services 

Following  the  hearing,  I  sent  Mr  Beres  a  letter,  dated  November  1,  1995, 
confirming  the  specific  questions  and  requests  for  information  from  the  hearing    My  staff"has  also 
spoken  with  GSA's  congressional  liaison,  Ms  Marcia  Herzog,  on  several  occasions  during  the 
past  several  months  concerning  GSA's  response  to  the  Committee's  requests 

On  December  8,  1995,  1  sent  a  letter  to  Mr  Beres,  once  again  requesting  by 
December  18,  1995,  information  from  the  hearing    In  a  subsequent  phone  conversation  with  Ms 
Herzog,  my  staff' learned  that  GSA  sent  the  requested  information  to  your  office  at  0MB  on 
November  22,  1995,  for  your  approval 

In  mid-December,  1995,  a  member  of  my  staff  called  Ms  Jill  Gibbons,  in  your 
office,  to  inquire  about  the  requested  information    Ms  Gibbons  informed  us  that  you  were 
personally  overseeing  the  review  of  GSA's  response  to  our  requests 
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Dr  Kelman,  over  three  months  have  passed  since  the  Committee's  heanng 
Despite  the  continued  assurances  from  GSA  and  0MB  that  the  requested  information  would  be 
forthcoming,  my  Committee  has  yet  to  receive  any  written  response  with  respect  to  this  matter 
The  questions  posed  by  my  Committee  are  not  difficult  ones,  and,  to  be  frank,  I  cannot  imagine  a 
compelling  reason  for  the  extreme  time  delay 

In  an  effort  to  complete  the  record  for  the  Committee's  October  1 1th  hearing  and 
continue  our  oversight  of  GSA's  handling  of  Federal  express  transportation  services,  1  write  once 
again  to  ask  for  the  information  requested  at  the  hearing    I  would  appreciate  your  taking  the 
necessary  steps  to  assure  that  my  Committee  receives  this  information  no  later  than  January  23, 
1996 

Thank  you  for  your  prompt  attention  to  this  matter 


Sincerely, 


cc  The  Honorable  Roger  W  Johnson 

Administrator,  General  Services  Administration 
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JAN  MEYERS.  Kansas  JOHN  J   LaFALCE,  New  York 

dongrcBS  of  the  Bnittd  States 

tlouBc  of  KcprcscntatiocB 

lo^th  (longrtBS 

Committee  on  ;g»mall  Business 

y-ib]  Kaubum  tlousc  Office  Building 
Washington.  BC  loin-oiii 

March  26,  1996 


SUPPLEMENTAL  STATEMENT  FOR  THE  RECORD 


OVERSIGHT  HEARING 

BEFORE  THE 

COMMITTEE  ON  SMALL  BUSINESS 

'CONTRACT  BUNDLING:   HOW  CAN  SMALL  BUSINESS  COMPETE?" 


On  November  1,  1995,  Chairwoman  Meyers  sent  a  letter  to  Mr  Allan  Beres,  Assistant 
Commissioner,  Office  oT Transportation  and  Property  Management  at  the  General  Services 
Administration  (GSA),  in  order  to  facilitate  his  response  to  inquiries  made  by  Members  of  the 
Committee  on  Small  Business  during  the  October  11,  1995  hearing  on  Federal  contract  bundling 

On  December  8,  1995,  having  not  received  a  response  to  her  letter.  Chairwoman  Meyers  sent  a 
second  letter  to  Mr  Beres,  once  again  requesting  a  response  to  the  Committee's  request 

Finally,  on  January  16,  1996,  having  still  not  received  a  response  from  GSA,  Chairwoman  Meyers 
sent  a  letter  to  Mr  Steven  Kelman,  Administrator,  Office  of  Federal  Procurement  Policy, 
requesting,  yet  again,  a  response  to  the  Committee's  inquiry 

As  of  March  26,  1996,  nearly  six  months  after  the  October  11,  1995  hearing,  neither  GSA  nor  the 
Office  of  Federal  Procurement  Policy  had  responded  to  the  Committee's  initial  or  written 
requests    As  a  result,  none  of  the  information  sought  from  GSA  by  the  Committee  on  Small 
Business  during  its  hearing  on  Federal  contract  bundling  appears  in  this  hearing  record 
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U.S.  Small  Business  administration 

Washinston.  D.C.     20416 


AUB     I  (996 

Prank  P.    Puqrliese,    Jr. 

Conaissionar 

Genoral  services  Adiunistration 

18Ui  &  F  Streets,  N.W. 

Washington,  DC  204  05 

Subject:   RFP:  FCXS-T3-950001'N;  Express  Small  Package  and 
Express  Freight  Delivery  services 

Dear  Mr.  Pugliese: 

This  concerns  a  General  Services  Adninistration  (CSA) 
solicitation  for  express  delivery  of  freight  and  small  packages. 
After  reviewing  the  subject  request  for  proposals,  issued  in 
June,  the  Office  of  Advocacy  is  troubled  and  very  concerned  that 
the  solicitation  represents  a  classic  example  of  "contract 
bundling." 

The  Office  of  Advocacy  strongly  ur^es  the  GSA  to  reconsider  the 
solicitation,  or  at  a  minimum,  modi.fy  the  RFP  to  eneible  small 
firms  to  qualify  as  bidders. 

contract  bundling  is  a  growing  problem  and  major  concern  of  the 
small  business  community.   Unfortunately,  it  is  a  trend  that  is 
advancing  under  the  auspices  of  contract  simplicity,  but  with 
devastating  results  manifested  in  less  competition,  higher 
govemmenc  costs  in  the  long  run  and  reduced  small  business 
participation . 

The  Airforwardera  Association,  in  a  July  17,  1995  letter  to  me, 
echoed  the  concerns  of  many  small  independent  carxiers  who  feel 
betrayed  by  the  GSA  solicitation.   The  association  has  asked  for 
Advocacy's  assistance  in  delaying  the  GSA  RFP  until  this  matter 
can  have  a  full  public  hearing.   The  Airforvarders  Association 
suggests,  and  I  agree,  that...  "A  reasonable  determination  needs 
to  be  made  of  how  the  government  can  receive  the  services  it 
seeks  without  destroying  the  businesses  of  the  independent  air 
forwarders  who  have  been  servicing  these  government  requirements, 
and  without  sacrificing  the  jobs  of  the  people  who  depend  on 
these  forwarding  companies  for  their  livelihood." 

In  an  April  12,  1995  letter  to  the  Honorable  Sam  Nunn  and  copied 
to  the  GSA,  I  raised  "bundling"  concerns  regarding  the  then 
planned  GSA  solicitation.   I  also  referenced  an  anticipated 
meeting  between  my  staff  and  yours  concerning  the  proposed  RFP. 
The  meeting  took  place  in  May  with  Jim  O'Connor  of  my  staff 
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visiting  with  GSA's  Jaff  Thurston  and  Dick  Hoffman.  Mr.  O'Connor 
was  advised  that  tha  planned  solicitation  would  meat  all 
re^ulacory  requirements,  could  not  be  criticized  for  "bundling" 
and  would  provide  aople  opportunities  for  small  firms  to  compete, 
especially  small  independenc  air  freight  carriers. 

Our  review  of  the  9TP,    as  well  as  comments  received  from  the 
small  business  community,  pain't  a  different  picture.   For 
exeuaple,  one  minimum  requirement,  as  sec  forth  in  section  M.  4.3 

of  tha  RFP,  is  that  the  bidder  must "demonstrate  through  past 

experience  that  it  has  provided  service  to  a  minimum  of  four 
large  accounts  concurrently."  [emphasis  added]   "Large  accounts" 
are  defined  in  this  section  as  accounts  shipping  in  excess  of 
250,000  shipments  per  year.   This  requirementis  is  listed  as  a 
"go,  no-go"  factor,  and  therefore,  any  company  that  does  not  meet 
this  requirement  is  not  eligible  to  have  its  bid  considered. 
This  provision  effectively  eliminates  all  independent  air  freight 
carriers  in  the  United  States  from  being  considered. 

The  GSA  solicitation  services  soma  67  federal  agencies,  including 
all  of  the  Department  of  Defense  (DoO) ..  Most  government 
shipments  are  made  by  OoD. 

If  the  solicitation  creates  a  bundled  contractual  arrangement 
that  is  out  of  reach  for  most  small  firms,  then  it  circumvents 
several  laws.   1)  Section  847  of  the  National  Defense 
Authorization  Act  for  1994  (P.L.  103>160)  directs  the  secretary 
of  Defense  and  the  Comptroller  General  to  develop  ways  to 
increase  participation  of  small  and  small  disadvantaged  firms  in 
DoO  procurements.   In  addition,  it  requires  the  defense  Secretary 
to  collect  and  monitor  data  on  contract  biuidling. 

2)  Further,  section  847  of  the  law  defines  the  term  contract 
bundling  as  "consolidation  of  two  or  more  procurement 
requirements  of  the  type  that  were  previously  solicited  and 
awarded  as  separate  smaller  contracts  into  a  single  large 
contract  solicitation  likely  to  be  unsuiteUsle  for  award  to  a 
small  business  due  to  the  following  factors: 

O  the  diversity  and  size  of  the  elements  of  performance} 

o  the  aggregate  dollar  value  of  the  anticipated  award; 

O  the  geographical  dispersion  of  the  contract  performance 
sites;  or 

O  any  combination  of  the  preceding  three  factors." 

3)  Significant  concerns  regarding  the  bundling  of  defense 
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contracts'  prompted  the   Congress  to  include  specific  guidance 
and  defining  language  in  the  1994,  Department  of  Defense 
authorization  law. 

Not  only  does  the  GSA  solicitation  fall  within  DoD's  statutory 
definition  of  contract  bundling,  but  it  appears  to  be  in  direct 
contravention  with  specific  Congressional  intent  against  bundling 
and  runs  counter  to  the  government's  overall  policy  of  promoting 
competition  and  maximum  utilization  of  small  firms  in  federal 
procurements . 

Contract  bundling  stifles  free  and  open  competition  by  expzmding 
contract  parameters  beyond  the  capability  of  many  small  firms. 
As  a  result,  small  businesses  are  precluded  from  participating  in 
many  federal  procurement  opportunities  and  long«term  government 
costs  are  often  times  elevated.   Small  businesses  by  definition 
cannot  monopolize  marlcets  or  establish  artificially  high  prices. 

Given  the  potential  adverse  consequences  for  continuing  with  the 
subject  solicitation,  the  Office  of  Advocacy  strongly  urges  the 
GSA  to  reconsider  the  solicitation.   In  the  alternative,  the  GSA 
may  wish  to  consider  a  reformulation  of  the  solicitation  that 
permits  small  business  providers  to  bid  for  the  government's 
delivery  business. 

s^incerely , 


L>   ^^_ 


Jere  H.  Glover 
Chief  counsel 
Office  of  Advocacy 


EoBorabla  Ch&rlea  A.  Bowataer,  Comptroller  General, 
Government  Accounting  office 


'  On  July  13,  1993,  the  House  Small  Business  subcommittee  on 
Procurement,  Taxation  and  Tourism  held  a  hearing  on  the  impact  of 
contract  bundling  on  small  and  small  disadvantaged  business 
participation  in  DoD  contracts.   Executives  of  several  small 
businesses  testified  that  contract  bundling  is  a  major  impediment 
to  their  firms'  participation  in  federal  contracting.   At  the 
hearing.  Representative  James  Bilbray  told  the  subcommittee  he 
would  introduce  an  amendment  to  the  1994  Defense  Authorization 
Act  requiring  the  Department  and  the  Government  Accounting  office 
(GAO)  to  report  to  Congress  on  the  impact  of  contract  bundling. 
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Koaorai)!*  Jaa  Iia7«rs,  Chairvonan,  House  Committea  on  Small 
Business 

Hoaorattla  John  Layalca,  Ranking  Minority,  House  Coami.ttee  on 
Small  Business 

Honorable  Christopher  S.  Bond,  Chairman,  Senate  Committee  on 
Small  Business 

Honorable  Dale  Bumpers,  Ranking  Minority,  Senate  Committee 
on  small  Business 

Honorable  Strom  Thxirmond,  Chairman,  Senate  Committee  on 
National  Security 

Honorable  Floyd  speneo.  Chairman,  House  Committee  on 
National  Security 
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OFFICE  OF  THE  UNDER  SECRETARY  OF  DEFENSE 

3000  DEFENSE  PENTAGON 
WASHINGTON,  DC    20301-3000 

0  1   NOV  1995 


Honorable  Jan  Meyers 

Chairwoman,  Committee  on  Small  Business 

House  of  Representatives 

Washington  DC   20515 

Dear  Madam  Chairwoman: 

Thank  you  for  the  opportunity  to  respond  to  the  testimony 
before  the  Committee  on  October  11,  1995,  concerning  the  proposed 
General  Services  Administration  (GSA)  express  transportation 
services  solicitation.   There  are  three  areas  I  would  like  to 
clarify:  1)  the  relationship  of  this  solicitation  to  our  critical 
long-standing  relationship  with  the  U.S.  civil  air  carriers  through 
the  Civil  Reserve  Air  Fleet  (CRAF)  program.   The  winners  of  this 
solicitation  if  they  are  eligible  to  participate  in  CRAF,  will  be 
required  to  commit  an  additional  5-25  percent  of  their  fleet  to 
CRAF;  2)  the  manner  in  which  the  solicitation  accommodates  freight 
forwarders  and  small  business  air  freight  operators;  and  3)  the 
Department  of  Defense  (DoD)  requirement  for  tracking  and  tracing 
its  small  packages  and  freight. 

The  Civil  Reserve  Air  Fleet  Partnership 

The  partnership  between  the  DoD  and  U.S.  civil  air  carriers  is 
critical  to  our  ability  to  mobilize,  deploy,  and  sustain  our 
forces.   This  alliance  provides  for  civil  air  carriers  to 
contractually  pledge  their  airlift  resources  to  support  DoD 
mobility  requirements  in  times  of  emergency  or  contingency  in 
return  for  a  portion  of  DoD's  peacetime  airlift  business.  These 
carriers  provide  up  to  half  of  our  Nation's  strategic  airlift 
capability,  thus  precluding  enormous  government  expenditures  to 
purchase  additional  aircraft,  pay  personnel  costs,  and  fly  and 
maintain  the  aircraft  during  peacetime.   The  GSA  freight 
solicitation  expands  the  available  incentive  to  the  larger,  U.S. 
government  market. 

This  partnership  is  prescribed  in  part  by  National  Security 
Decision  Directive  (NSDD)  #280,  'National  Airlift  Policy."   It 
directs  that  DoD  'develop  policies  and  programs  to  increase 
participation  in  the  Civil  Reserve  Air  Fleet.'  In  addition,  it 
states: 

'Department  of  Defense  (DoD)  requirements  for  passenger  and/or 
cargo  airlift  augmentation  shall  be  satisfied  by  the 
procurement  of  airlift  from  commercial  air  carriers 
participating  in  the  Civil  Reserve  Air  Fleet  (CRAF)  program, 
to  the  extent  that  the  Department  of  Defense  determines  that 
such  airlift  is  suitable  and  responsive  to  the  military 
requirement . ' 
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The  DESERT  SHIELD/DESERT  STORM  experience  highlighted  the 
critical  role  of  commercial  airlift  augmentation  to  our  Nation's 
ability  to  deploy  and  sustain  forces.   CRAF  carriers  moved  more 
than  70  percent  of  the  troops  and  more  than  30  percent  of  the  air 
cargo  required  by  the  operational  commanders  to  and  from  the 
Persian  Gulf  region.   However,  following  this  activation,  two  major 
air  carriers  withdrew  completely  from  the  CRAF  progreun  and  others 
reduced  their  commitment.   This  was  due  to  the  loss  of  revenue  and 
market  share  those  carriers  suffered  during  activation,  coupled 
with  concerns  regarding  adequacy  of  insurance  coverage. 

The  DoD  has  taken  actions  to  revitalize  the  program  by 
eliminating  disincentives  and  creating  new  incentives.   Linking 
government-wide  business  through  the  GSA  City  Pair  passenger 
program,  which  provides  airlift  for  official  government  travel,  was 
a  major  incentive.   It  was  key  to  reversing  the  trend  towards 
declining  CRAF  participation.   GSA's  express  transportation 
solicitation  is  a  continuation  of  this  initiative  and  is  similar  to 
the  GSA  City  Pair  passenger  program.   Procuring  the  government's 
peacetime  airlift  business  in  this  manner  provides  another 
important  incentive  to  ensure  full  CRAF  participation  and  satisfy 
U.S.  National  Security  Objectives. 

Freight  Forwarder  and  Small  Business  Freight  Operator  Accommodation 

Freight  forwarders  and  small  business  freight  operators  are 
valuable  partners  with  DoD.  They  provide  the  government  best-value 
transportation  services.   They  aggregate  smaller  shipments  and, 
based  on  current  market  conditions,  use  the  most  appropriate  mode 
of  transportation.   The  GSA  solicitation  states: 

'In  order  to  receive  a  contract  award  under  this  solicitation, 
an  offeror,  if  eligible,    shall  be  a  participant  in  the  Civil 
Reserve  Air  Fleet  (CRAF).' 

and 

'Offerors  who  are  not  eligible   for  CRAF  participation,  may 
receive  a  contract  award  under  this  solicitation  provided  the 
offeror  uses  CRAF  carriers,  when  available  for  air  shipments.' 
(Italics  added) 

These  two  excerpts  emphasize  that  small  business  air  freight 
operators  who  do  not  own  aircraft  and  are  therefore  ineligible  to 
participate  in  CRAF,  can  still  receive  contract  award  under  this 
solicitation  provided  they  agree  to  use  CRAF  carriers  when  they  are 
available.  In  addition,  it  is  not  the  government's  intent  to  force 
the  use  of  air  freight  when  ground  transportation  is  clearly  the 
best-value  mode,  and  it  fulfills  the  customer's  requirements. 

Tracking  and  Tracing  Requirements 

Defense  transportation,  in  partnership  with  the  commercial 
transportation  industry,  is  developing  a  world-class,  globally 
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responsive,  intermodal  transportation  system  to  ensure  it  can 
support  both  peacetime  and  wartime  requirements.   To  support  our 
primarily  CONUS-based  lean  military  force,  the  DoD  is  implementing 
current  industry  techniques  in  order  to  reduce  the  logistical 
footprint  of  military  units,  particularly  when  deployed  overseas. 
The  Department  has  initiated  efforts  to  instill  the  principles  of 
lean  logistics,  tight  inventory  control,  and  just-in-time  delivery 
concepts  to  reduce  its  reliance  on  large  spares  inventories. 
Visibility  of  our  shipments  while  they  are  in  transit  is  critical 
to  achieve  these  goals.   The  Defense  Total  Asset  Visibility  (DTAV) 
implementation  plan  establishes  policies,  procedures,  and 
methodologies  to  maintain  visibility  over  all  DoD-sponsored 
material. 

Express  shipments  are  most  likely  high-dollar  value,  high 
impact,  high-visibility  items  which  are  required  to  be  visible 
throughout  the  transportation  pipeline  via  an  automated  tracking 
system.   Our  shippers  must  be  able  to  provide  an  automated  system, 
or  interface  directly  with  our  systems,  for  electronic  planning, 
billing,  and  shipment  management.   Our  objectives  are  to  employ 
these  business  practices  to  enhance  readiness  and  reduce  costs. 

Thank  you  for  allowing  me  to  clarify  the  record.   Linking  all 
government  business  to  CRAF  participation  has  been  a  most  effective 
way  to  provide  incentives  to  U.S.  air  carriers  to  fully  participate 
in  CRAF.   The  Government  Accounting  Office  has  estimated  that  it 
could  cost  up  to  $50  billion  for  the  government  to  procure  organic 
airlift  which  is  now  provided  by  CRAF.   In  addition,  the 
solicitation  allows  the  freight  forwarders  and  small  business 
freight  operators  to  effectively  bid  on  the  contract.   The  DoD  is 
committed  to  integrating  the  capacities  and  capabilities  of  the 
commercial  transportation  industry  into  our  Defense  Transportation 
System  whenever  practicable  to  ensure  transportation  responsiveness. 


Sincerely, 


Mary  Lou  McHugh 

Assistant  Deputy  Under  Secretary 
of  Defense  (Transportation  Policy) 


cc: 

Honorable  John  J.  LaFalce 

Ranking  Democrat 
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18  December  1995 


Chairwoman  Jan  Meyers 
House  Committee  on  Small  Business 
U.  S.  House  of  Representatives 
2361  Rayburn  House  Office  Building 
Washington,  DC  20515-2361 


Dear  Chairwoman  Meyers: 


I  am  writing  to  thank  you  most  sincerely  for  continuing  to  include  me  and 
National  Air  Cargo  in  your  proceedings  concerning  the  contract  bundling 
activities  currently  being  designed  and  implemented  by  the  Department  of 
Defense  [DOD]  and  the  General  Services  Administration  [GSA]  in  direct 
opposition  to  written  Congressional  direction  opposing  contract  bundling, 
in  particular  as  it  pertains  to  DOD  Heavyweight  Air  Freight.   Business 
associates  of  National  Air  Cargo  have  sent  us  a  copy  of  the  DOD  testimony 
regarding  this  matter  signed  and  submitted  by  Mary  Lou  McHugh,  Assistant 
Deputy  Under  Secretary  of  Defense  [Transportation  Policy],  Office  of  the 
Under  Secretary  of  Defense  for  Acquisition  and  Technology  dated  7  November 
1995,  and  we  have  now  completed  our  review  of  that  document.  Unfortunate- 
ly, Ms.  McHugh  or  her  staff  continues  to  appear  to  neither  understand  the 
heavyweight  air  freight  business  nor  National  Air  Cargo's  logic  and 
concerns  for  the  manner  in  which  both  DOD  and  GSA  are  approaching  the 
proposed  contract  bundling  of  DOD's  heavyweight  air  freight.  I  would 
respectfully  like  to  take  this  opportunity  to  shed  further  light  on  these 
matters,  as  I  also  tried  to  do  during  your  October  11th  Hearings  on  these 
matters . 

National  Air  Cargo's  main  premise  continues  to  be,  as  American-owned, 
American-operated,  American-employee  driven  [as  well  as  citizens  and 
taxpayers],  to  simply  be  allowed  to  continue  to  compete  for  the  U.  S. 
Governments  heavyweight  air  freight  on  a  level  playing  field  under  the  free 
enterprise  system.   The  way  the  original  GSA  contract  solicitation  was 
structured  and  the  way  Ms.  McHugh  continues  to  advocate  in  the  testimony 
she  submitted  regarding  these  issues,  it  appears  that  this  solicitation,  no 
matter  how  it  is  ultimately  structured,  will  continue  to  be  a  system  of 
contract  bundling  against  the  express  written  direction  of  the  U.  S. 
Congress  and  your  Committee,  and  will  be  structured  so  that  only  one  U.  S. 

Heavyweight  Air  Freight  entity  will  be  qualified  to  bid hardly  a  level 

playing  field  or  the  inclusion  of  small  business  or,  as  she  states  in  her 
testimony,  "an  accommodation  of  freight  forwarders  and  small  business  air 
freight  operators".   Allow  me  to  explain  each  issue  in  the  order  she 
discusses  them  in  her  7  November  1995  testimony  in  the  following 
paragraphs. 


Corporate  Headquarters 

350  Essjay  Road 
Buffalo.  NY  14221 
l-80O-(i35-0O22 
FAX  I.K0O-61I-9IS6 


34 1 5  Fujita  Street 
Torrance.  CA  90505 
310-5.34-5180 
FAX  310-534-1.143 


1901  Souihfield  Road 
Birmingham.  Ml  48009 
810-433-1720 
F-\X  810-433-3286 


216  Vantage  Way 
Franklin.  TN  37064 
615-790-0946 
FAX  615-794-4270 
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The  Civil  Reserve  Air  Fleet  tCRAFI  Partnership 

While  both  DOD  and  GSA  have  made  much  of  the  CRAF  clauses  in  their 
solicitation,  their  testimony,  and  Ms.  McHugh's  DOD  testimony,  this  Is  not 
an  issue  that  should  pertain  to  National  Air  Cargo  or  other  heavyweight 
airfreight  bidders.   We  use  CRAF  aircraft  all  the  time  in  shipments  we  make 
every  week.   This  is  a  "non-issue".   The  majority  of  all  U.  S.  airlines  do 
not  have  government  cargo  representatives  out  soliciting  heavyweight  air 
freight.  They  receive  their  business  from  us  and  other  heavyweight  air 
freight  forwarders  as  we  have  evolved  into  the  nation's  expertise  in  this 
business.  The  airlines  don't  actively  retail  these  services  because  we  do 
it  for  them  and  thus,  save  them  from  having  to  invest  in  their  own 
marketing  staffs  and  the  expense  of  weekly  nationwide  sales  calls  as  rates 
and  services  change  [indeed,  part  of  the  strength  of  the  open  competition, 
market-driven  free  enterprise  system  that  has  served  our  country  so  well 
for  the  past  two-hundred-plus  years].   In  fact,  most  major  passenger  and 
cargo  airlines  carrying  domestic  air  freight  are  CRAF  carriers,  so  when 
they  receive  freight  from  National  Air  Cargo  and  other  heavyweight 
airfreight  forwarders,  this  freight  is  being  supportive  of  the  U.  S. 
Government's  CRAF  Partnership.   Rather,  our  protest  of  this  issue  is  not 
against  the  CRAF  Partnership  or  in  using  or  supporting  the  use  of  CRAF 
aircraft,  but  in  the  fact  that,  in  the  GSA  contract  solicitation  under 
contract  award  criteria,  paragraph  H.4.1   FACTOR  1:  PARTICIPATION  IN  THE 
CIVIL  RESERVE  AIR  FLEET  fCRAFl,  is  classified  by  GSA  as  a  "Go-No  Go" 
provision  for  contract  award  as  follows:  "Factor  one  CRAF  Participation  and 
Certification  will  be  evaluated  on  a  go,  no-go  basis  and  is  a  minimum 
requirement  for  selection.   Failure  to  meet  the  minimum  is  cause  for 

rejection  of  the  proposal.  .  .  ." ergo,  since  we  as  a  heavyweight 

airfreight  forwarder  don't  own  or  operate  CRAF  aircraft  [although  we  use 
them  for  almost  all  of  our  shipments],  our  inability  to  comply  with  this 
provision  would  result  in  rejection  of  our  proposal I   As  we  have  stated  in 
all  our  correspondence  with  DOD,  GSA,  Congress,  and  during  my  testimony  at 
your  hearing,  all  we  are  asking  as  an  American  company  that  employs 
American  citizens  is  a  level  playing  field  and  the  opportunity  to  compete 
for  all  U.  S.  Government  air  freight  cargo.   The  way  this  solicitation  is 
specifically  worded  as  stated  above,  we  would  not  be  allowed  to  participate 
in  this  contract  under  GSA's  go,  no-go  CRAF  provision. 

Freight  Forwarder  and  Small  Business  Freight  Operator  Accommodation 

While  Ms.  McHugh's  testimony  addresses  this  issue  almost  entirely  in  the 
context  of  CRAF  aircraft  utilization  and  we  have  discussed  that  issue  under 
the  preceding  paragraphs  focusing  on  the  CRAF  sections  of  the  solicitation, 
our  concern  remains  that  when  the  GSA  contract  solicitation  is  taken  as  a 
complete  document,  the  facts  continue  to  be  that,  as  stated  above,  in 
SECTION  M  entitled  EVALUATION  FACTORS  FOR  AWARDS,  the  go,  no-go  provision 
with  regard  to  CRAF  aircraft  on  it's  face  would  render  any  proposal  we 
submit  as  doomed  to  failure  because,  in  the  solicitation's  own  words, 
"Failure  to  meet  the  minimum  is  cause  for  rejection  of  the  proposal". 
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If  Ms.  McHugh  and  GSA  intend  to  delete  this  provision  and  not  add  back  any 
others  of  similar  effect,  we  would  withdraw  our  protest  with  regard  to  this 
issue.   However,  it  has  been  our  experience  over  several  years  of  dealing 
with  the  U.  S.  Government,  as  well  as  that  of  our  attorney's  and 
consultants,  that  no  matter  what  the  good  or  well-meaning  intent  of  the 
Senior  Officials  at  either  DOD  or  GSA,  when  it  comes  to  review  or  analysis 
of  proposals  to  determine  "in  compliance  or  not  in  compliance"  with  the 
provisions  of  a  solicitation  or  contract,  both  the  government  legal  and 
technical  personnel  who  do  that  work  operate  strictly  within  the  four 
corners  of  the  solicitation  document  or  written  contract.  In  this  case,  we 
feel  the  provisions  Ms.  McHugh  states  in  her  written  testimony  tell  only 
part  of  the  story,  and  the  go,  no-go  provision  we  cite  under  "EVALUATION 
FACTORS  FOR  AWARD"  are  in  direct  conflict  with  the  citations  in  her 
testimony.  It  is  further  our  past  experience  that  when  conflicting  clauses 
such  as  these  exist,  the  U.  S.  Government  legal  and  technical  personnel 
almost  always  use  these  conflicts  to  the  advantage  of  the  government,  not 
to  the  advantage  of  the  contractor.   As  such,  while  DOD's  testimony  cites 
clauses  that  would  allow  National  Air  Cargo  and  other  small  business 
heavyweight  airfreight  forwarders  to  compete  for  this  solicitation,  the 
clause  we  cite  would  eliminate  all  of  us  from  competition.  We  simply  feel 
both  DOD  and  GSA  need  to  make  up  their  mind  as  to  which  clauses  they  really 
want  to  include  [since  to  include  both  renders  the  provisions  in  direct 
conflict]  and  then  let  all  of  us  know  so  we  can  determine  what  is  really 
the  go,  no-go  criteria.   As  I  stated  earlier  and  continue  to  state,  my  sole 
objective  as  a  U.  S.  Company  and  taxpayer  is  to  have  the  right  to  compete 
on  an  equal  basis  with  others  for  U.  S.  Government  heavyweight  airfreight, 
and  to  have  DOD  and  GSA  comply  with  the  Congress's  express  direction  to 
cease  contract  bundling  activities. 

TrackinQ  and  Tracing  Requirements 

It  is  interesting  that  Ms.  McHugh  closes  this  portion  of  her  testimony  by 
stating  "Our  objectives  are  to  employ  these  business  practices  to  enhance 
readiness  and  reduce  costs".   My  premise  is  that  these  actions  will  do 
neither  for  the  express  reason  that  there  is  only  one  heavyweight  air 
carrier  that  can  meet  her  Tracking  and  Tracing  Requirements,  and  that 
neither  readiness  enhancement  nor  reduced  costs  will  be  achieved  by  a 
contract  solicitation  structured  so  that  only  one  thus-favored  bidder  can 
meet  the  contract  award  criteria.   [I'm  also  enclosing  two  recent  articles 
in  the  transportation  industry  press  that  suggest  dependence  on  one  large 
carrier  is  not  always  reliable.   When  they  go  on  strike  or  have  a  labor 
slow-down,  one  should  ask  how  that  impacts  on  readiness?]   I  would  further 
suggest  that  whoever  is  drafting  Ms.  McHugh 's  testimony  and  whomever  is 
drafting  this  GSA  contract  solicitation  simply  does  not  understand  how  the 
heavyweight  airfreight  business  works.  Let  me  explain,  with  my  premise 
being  that  National  Air  Cargo  does  understand  this  business,  has  a  high 
level  of  expertise,  and  competes  successfully  every  day  of  the  year  against 
other  experts  in  this  business,  thus  certifying  our  credibility  for  both 
our  forgoing  statements  and  those  following. 


on_T7Q  o  _  QC  _  Q 


206 


National  Air  Cargo  is  completely  automated  as  we  track  all  our  shipments  by 
both  TCN  and  GBL.    But,  once  again,  we  would  not  be  an  acceptable  bidder 
for  this  contract  [see  Section  cc.8.4   ELECTRONIC  SIGNATURES  SERVICE] 
because  the  contract  solicitation   requires  Electronic  Scanning.   We 
compete  in  this  industry  every  day  and  would  advise  that  no  small  business 
or  heavyweight  airfreight  forwarder  can  comply  with  this  requirement.   Only 
a  heavyweight  airfreight  integrator  can  meet  these  provisions,  and  we  know 
of  only  one  heavyweight  air  carrier  with  this  capability,  ergo,  we  are  back 
to  a  contract  solicitation  where  only  one  commercial  heavyweight  airfreight 
entity  in  the  entire  United  States  of  America  can  meet  this  provision. 
Therefore,  National  Air  Cargo  and  all  the  other  small  business  heavyweight 
airfreight  companies,  CONTRARY  TO  MS.  MCHUGH's  TESTIMONY,  CAN  WOT 
SUCCESSFULLY  COMPETE  UNDER  THESE  PROVISIONS,  CAN  NOT  COMPLY  WITH  THE  GO. 
MO-GO  CRAF  AIRCRAFT  UTILIZATION  AS  STATED  IN  THE  EXISTING  CONTRACT 
SOLICITATION,  AMD  THUS,  BY  LOGICAL  DEDUCTION,  ARE  NOT  BEING  "ACCOMMODATED" 
AND  ALLOWED  TO  COMPETE"  IN  PRIMA  FACIA  CONFLICT  WITH  MS.  MCHUGH'S 
ASSURANCES  TO  YOU  AS  STATED  IN  HER  7  NOVEMBER  1995  WRITTEN  TESTIMONY. 


Conclusions 

Let  me  close  this  letter  to  you  with  the  same  basic  premise  I  have  used 
throughout  this  matter,  both  when  I  testified  before  you  at  the  October  11, 
1995  Contract  Bundling  Hearing,  and  once  again  in  my  opening  comments  in 
this  letter.   All  I  am  asking,  on  behalf  of  my  company  and  my  employees,  is 
that  all  U.  S.  Government  freight,  be  it  heavyweight  airfreight  or 
"whatever",  be  open  for  competitive  award  to  me  and  all  other  U.  S. 
companies,  that  it  not  be  "bundled"  against  the  express  written  direction 
of  the  U.  S.  Congress,  and  that  the  contract  solicitation  be  written  so 
that  these  objectives  are  achieved.  Throughout  this  entire  two  year 
nightmare,  which  has  cost  my  small  company  hundreds  of  thousands  of  dollars 
in  lost  revenues  and  added  expenses,  I  feel  we  have  been,  at  best, 
ill-informed  and  at  worst,  mislead  and  lied  to  by  both  DOD  and  GSA.  Ms. 
McHugh's  testimony  is  just  the  latest  example  of  that,  and  is  before  us  in 
writing,  so  there  can  be  no  dispute  to  these  comparisons.   She  tells  you 
that  lack  of  our  ability  to  meet  the  solicitations  CRAF  aircraft  provisions 
is  not  a  problem.  We  respond  by  citing  for  you  the  exact  provisions  of  the 
solicitation  that  make  this  requirement  a  go,  no-go  selection  criteria  for 

contract  award.   Which  is  correct her  written  testimony  or  the  written 

contract  solicitation  provisions  outlined  for  contract  award.   She  tells 
you  that  the  solicitation  "accommodates"  small  business  airfreight 
companies  and  states  in  her  closing  paragraph  that  "the  solicitation  allows 
the  freight  forwarders  and  small  business  freight  operators  to  effectively 
bid  on  the  contract".   We  respond  by  citing  for  you  the  actual  contract 
solicitation  provisions,  both  under  the  CRAF  utilization  section  as 
outlined  above  and  the  electronic  scanning  provisions  outlined  in  Section 
cc.8.4,  that  only  one  heavyweight  airfreight  "integrator"  can  meet  all 
these  contract  bid  provisions.   Both  of  us  can't  be  right.   So  my  objective 
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is  simply  to  determine  which  are  "really  the  criteria"  upon  which  my  bid 
would  be  judged  and  do  DOD  and  GSA  really  provide  me  the  opportunity  to 
submit  a  successful  bid,  or  is  Ms.  McHugh's  testimony  just  "more  federal 
government  rhetoric"  that  claims  I  can  compete,  but  in  reality,  under  the 
contract  solicitation  provisions  I  have  outlined,  I  can  not  successfully 
meet  their  solicitation  criteria  for  contract  award.  It  is  my  suspicion 
that  were  the  solicitation  to  remain  as  written,  the  contract  solicitation 
and  it's  wording  would  be  the  governing  documents  and  Ms.  McHugh's 
testimony  ultimately  would  be  communicated  as  an  "unfortunate 
misunderstanding  and  clerical  error"  which,  once  the  contract  is  awarded  to 
the  only  bidder  that  can  comply  with  these  provisions,  is  "overcome  by 
events".   At  that  point,  however,  I  go  bankrupt  and  my  American 
citizen/taxpayer  employees  become  unemployed  and  go  on  welfare.   Thus,  my 
continuing  URGENT  appeal  to  you  to  continue  your  and  the  Committee's 
efforts  to  enact  specific  legislation  to  eliminate  contract  bundling 
throughout  the  federal  government  and  provide  for  an  equal  footing  in  the 
bidding  process  for  all  small  businessmen  and  women. 


Closing 

I  sincerely  appreciate  your  continued  inclusion  of  me  and  other  small 
businesses  in  this  process  and  your  Committee's  oversight  of  these  matters. 
It  is  indeed  unfortunate  that  federal  agencies  and  federal  employees  are 
allowed  to  even  consider  programs  and  policies  which  are  implemented  with 
federal  dollars  furnished  by  the  taxpayers,  but  structured  in  such  a  way 
that  they  favor  one  company  over  others  and  operate  to  the  distinct 
disadvantage  of  commercially  qualified  employers  who  participate  in  the 
arena  of  free  enterprise  every  day.   National  Air  Cargo  can  and  does 
compete  and  win  every  day  where  the  criteria  employed  for  freight  carriage 
award  is  best  price,  best  service,  best  track-record,  best  quality,  best 
follow-up.  We  have  now  learned  the  hard  way  that  we  cannot  compete  when  the 
deck  is  stacked  against  us  in  government  freight  solicitations  that  are 
written  with  conflicting  provisions  and  carefully-structured  requirements 
which  tend  to  favor  a  single  contractor  over  all  others.  I  am  deeply 
disturbed,  as  are  several  military  veterans  in  my  employ,  that  such 
activities  can  be  conducted  by  our  own  government  and  our  own  DOD  with  the 
apparent  concurrence  of  senior  administration  officials  and  against  the 
express  written  direction  of  the  Congress  of  the  United  States.  These  are 
not  the  type  of  activities  that  have  built  our  great  nation,  nor  are  they 
functions  desired  by  the  people  who  actually  provide  the  money  for  these 
programs,  the  American  taxpayer. 

Many,  many  thanks.  Madam  Chairwoman,  for  all  you  and  your  fellow  Members  of 
Congress  have  done  to  ensure  justice  and  right  prevail  in  this  matter.   I 
don't  know  what  National  Air  Cargo  could  have  done  being  pitted  against  the 
immense  might  and  power  of  DOD  and  GSA  without  you.   On  behalf  of  everyone 
at  National  Air  Cargo,  we  will  be  forever  grateful  to  both  you  and 
Congressman  Jack  Quinn  for  your  leadership  in  this  matter,  as  well  as  that 
of  Congressman  LaFalce  and  his  colleagues. 
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We  must  also  compliment  the  incredibly  helpful  staffs  of  both  the  Committee 
and  the  individual  Congressional  offices  which,  as  you  witnessed  at  your 
October  11  Hearing,  are  too  numerous  to  personally  and  individually 
identify  here,  but  are  "American  Hero's  all".   Let  me  also  wish  you  and  all 
with  whom  you  share  this  letter  the  very  finest  of  Holiday  Seasons  and  the 
absolute  best  of  both  health  and  success  in  1996.   We  look  forward  to  our 
continued  relationship  with  everyone  involved  as  this  quest  for  justice 
continues. 

With  warmest  personal  regards. 


Christopher  Alf 

President  and  Chief  Executive  Officer 

CC:   Honorable  John  J.  LaFalce,  Ranking  Minority,  House  Committee 
on  Small  Business 

End:  [1]  Copy  of  GSA  Contract  Solicitation,  Section  M,  EVALUATION 

FACTORS  FOR  AWARDS,  Page  34 
[2]  Copy  of  GSA  Contract  Solicitation,  Section  K.2  CRAF 

CERTIFICATION:  K-FSS-FCXA-1 —  (3/95),  Page  196 
[3]  Copy  of  GSA  Contract  Solicitation,  Section  M.4.1,  Factor  1: 

PARTICIPATION  IN  THE  CIVIL  RESERVE  AIR  FLEET  (CRAF),  Page  35 
[4]  Copy  of  GSA  Contract  Solicitation,  Section  cc.8.4  ELECTRONIC 

SIGNATURE  SERVICE,  Page  125 
[5]  "The  Journal  of  Commerce",  Thursday,  October  26,  1995,  "FedEx  Has 

30-Day  Period  to  Reach  Bargaining  Agreement  With  Pilots" 
[6]  "Traffic  World",  October  30,  1995,  "Federal  Express  at  brink  of 

showdown,  impasse  with  pilots  threatens  busy  season" 
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tvA^tATw;  Vactok^  fM  AWAm 

M.t  KVALUiiTIONoromorah  flMJ7-«(IUtlM9) 

HwMt  ftfm  H  U  dtHtmlnvd  In  •eoorfci*-  wHli  FAR  ll.WJWfcJ  ••%»  !•♦•  ta  «»  0(rV«tftMM<'i  betl  Minm,  d«« 
Ootwunnwl  »lll  •vBhwie  oCftrt  fcr  iwwJ  pwy»e»  by  kMIbi  >tia  totri  |>tle»  fc*  rft  Pt«l  w  w  iW>  tow  t»t»^  te  Qm  bwlo 
(vquktinnit.  BvaltMlloH  ofoplhint  wM  RM  Mlfilte  IhoanMnunMt  Id  Mmln  1lMO|>lloM<9' 

M-i  MeTitODdrAMTAiuh  (M-ia»-ycxA^i)(MAKcti  ms) 

M  TtwGfrve«nm»nlirinn«kow«hlli>llifi«ipoMlbfotiinMi)*ib<>Moinr(*) 

«<mlbrni  to  ih»  wlldi«aan  mi  H  (m)  tnoft  idvuillXMM  lo  Oa  OovMnmirt,  Ite  itebnM  te«rf*  UMi4  telM 

hml  MM  <M  price  cotnldBrfd. 

(V)  Pof  rMT>B««  of  OtJt  iollrfiiilOT.  Icehnletl  ifMity  to  cwiil4«»wl  i*Wi  lioi»nm«  ih«  piks.  A«  impenll 
beotxne  mon  eqntl  in  ibeb  (wtmlNl  ttwrtl,  Ihs  evthiritd  prfet  taeomw  iim«  ii|ip«rilllL 

111*  aov«iiutt<n(  reK«T<*UwTl«Mto  am»4  m  tbvbttlinf  inlliil  ptc|WMf*  wMkout  diKmften*, 

Awiin)«vlll|NirMi4toii4NiwllembMli.  llieOwwmwmllwwiuttietkKHowwtdBiKWHlUdftOwgwiai 
IhrM  Him  (tom*  »r  to  tTTMl  tqjftaie  ooAtMOKt)  fur  auh  oT  tli«  Ibit  luvu  RiM  In  llw  tebttfuli  tf  ik«u  «n4 
<iei»lled  betcnv: 

Um  liim  I  V  9«N  MM  -  S«c«oii  CA  -  Awwd  trin  b«  mide  In  On  ailftii** Jbr  Ovnitf tl«  BxfreH  ^ 
iMr  Smtf  Pteilace  D«l(v«;  8ervk«  aitfi 
Sir?  «4«-a  -  DnmMde  BxprvH  Second  DmfmH  Dw  BimII  firii«|«  Dcli*«7  MMm 

Lbi*  HwM  1  -  SIM  M«-)  -  l««llraCb  •  tXMiMlle  TMrd  Bwhiwi  Dar  SnuO  Uii(»ttDtnv*ir  Batvtca 

tJira  Item  i  -  BIN  <<IM .  BflMlpN  CC  -  AtMtd  %IU  b«  otMla  te  «lw  asrsiiH*  M  DimiMtlc  Biqiiw  ri^^ 
BoilMM  Day  Dallvtty  Servk«  audi 
Sm  f40-S  -  Oomwric  DxprMi  Frcl|lri  Bocimd  Buihiaf  D«jr  P*)>v«i7  Borvic* 

M.S  KVAUJATIONOrPROPOBAtt-OEneRAU 
(M-r89-rCXA^tJ)(MAIICII  \9H) 

(a)  orbMwlllbflevBlii«inlRir»vr*td«iiilMlMtlit)flhelrlcdinlt«lmtfprtelll|pro^nili.  (MftfM'f  MnpMifa 
•bottid  be  In  vccofdnnot  tH*  8«cUt>n  L  aTlMi  lellBiMlon.  AB  lNt*knl  |M0|Wf4lt  will  N  rmnw^ 
vvahiaied,  and  nled  hr  a  Bcwet  Saleeitoa  BvihiailM  Soaid 

(k)  l(M«>boiKdnndtalto(iitMpra|««alitnateeptJ<)toa4idaaabfeta()BmadeicoB|iMbhrt^^ 

|ira|ionlwntbet^)ecud«lKlnlcanyunMo«|Mabifl.  irthiC6nlrac<Iii|.oai(«rdslMmlm«lhalinalM 
doM  iKrf  fland  «  naMiqi4a  HUnM  tf  Mng  ititclctf  Rwfiiwl  Il»  Qm*«rnm^ 
being  oulilde  efiln  compelMlM  Mnj)*, 
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KJCMVtSirnnCATIONi  K-nHCXA-W0K) 

T>»  sffo^iniMt  »lf««  ID  |wrti»l|*i.  to  Ai  CJ»B  B«w»v<  Air  I1«»  (C*AF)  Pt-Bfw  M  rK^ 

SOW*  W  imlctaf  D  amiTMrtv*  €«tUkalk«  to  MIC  or  iis<«  ofte  S>no«tot  ttitlActtiea^  v  iribtM  «  cimwri 

Th*  oOfam  karaby  cmMUk 

I. «.  lta«CTlAr«cMm4crMi»fhi»JtDpwiWpi1»ta«WCHlIFt)mwAlrPket(CMP)nr8Bri«in^ 

BMke  ■  ■lointM  coasalbiMal  M  >ri  (brth  b  Dm  Ak  MiMUtx  CsmiiMa  (AMC)  MultMt,  Md 

b.  lU^M*  l»  lMr«M*  lb*  mInbBimi  vnnnltmnl  by  IB  WAlocnl  jn^n 

fW|ii(r«4  by  C(«n  CA^  TKlMfMika  Is  (bf  Ctvfl  Rmbtw  Afr  Hed  (CItAF) 
Piufrai^  of  Srii  auicrtoii  <4  W«ek  Gx  tHwMlta  Btfnaft  Mem  BttftlniM 
I}^8aalir«ckl|6D«llv*fyl«nMuid  9«caD4BMliMi«Dk}P^myB«>«le*. 

».  . ^B.  HMaCiMFoetil*Morba>«()VTOlteartMp*tstntenTllRtmTtAlrn«el(CMr)riaEnn>Bday<a«v 

aiklcc  t  wlnlaniB  eonuntbataf  U  bM  ntlti  <a  Hib  A)?  MablU(y  Coauntnl  (AMC)  conMMt,  tM 

K.  unm  lo  Inanmc  tht  Briiihtma  oawnHwanl  ty  w  ■JdHtgnd  >K,  w  wqotnnl 
^  Clmw  Csa  "fVtihV'laq  ill  dn  Ctrfi  Reitfm  AJr  Flnl  (ClAP)  Fra|rani"  ef 
lbe(UaUininiiorWMkft>nD(iiaito7MnilHu(n«>anigranill  PuUta  IMlvtry 
6«rvic« 

7. %  K«*CRAFcMbv^(>huofrrredtot>*rticlpiielBllMCtvi1t>/ia>vAlrn««l(CltAr)PlTipareHid«Br(MW 

iMlM  ft  mlalnMM  »ainmHm«ri  It  Ml  Itptlfc  k  «•  Atr  MoHllty  Ccowaid  (AMC)  cvntaMt,  Mid 

k  «g(M«  M  taeMMo  th*  mtnlnmn  eaaiint(nMDt  I9  ta  adCdtn*!  $tl,  ft*  re^olrtd 

by  CtntM  CCJ  TkrtteljiallaD  In  Ita  CHflRerrnv  Ak>lK<  rCRAnPrairtm'or 
tbc  BtltanHII«rWart  fbt  t>ctl)«<)c  frvi^l  Nol  Rainan  Day  tMIVMy  8<nrfpp 

•MlI}amHII«ht<|iilBcoan<8BilaoaDiyO*llr«y  Sarvlcft. 
4. tiMftcaiTeMCarllflsatBvflWsitcaltiultc'HniyciMin'IMIornHh 

S,  . .  Althonw«n!^liMlelltlbWftirCKArp«n1«lpfttlnk(ti««ffbFi««p«ntoan 

CftAF  lamin,  itfns  mrwSbiiU,  tbr  (Sr  Mpam^JM. 

Omoon  in\rt  Mkttiy  IW  a«li  Uri  Htm.  La.  SWroaot  of Woric.  dut  (htjr  m  r«pmid(M|)  l»  Is  Ai  mIIcIuKob.  IIki  ftdiHtlMuJ  CkAf 
cmiiitbnHit  wlU  ba  omiilillw. 

"OdMT  Oflknri"  ftfc  sai-ftuTfara.  Mrtlljr  inrkr  Mem  S,  oal/. 
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IM  IVALUAnON  OF  ffCHNICAL  PROPOSAU  (^RUhVCXA^M)  (MARCH  I9M) 

ActcpUHc  alTen  mvri  ftddreu,  tui  tatct  tb«  i^^lttc  fHnti**— "  xi  lirtk  ^  IctftaM  CA,  CP,  m4  CC 

AllllMlMnulnlhbwUotlflltoiiwinb»wjdiMMpalb«firfl«w)H|*iMltclM)utllW^a^  Pmw 

Tiwbat^ii<>-i»l^ctorTttfMto>»>,h<^^,r>do>il'bw«iidnv»OTpf<)S»iil>wywtouiAII^^ 

R»a(orf  Sk  ttttwyh  Nlm.  PlMtonSUlfannvhKnapRivlfiitetwiWUiif  oi4ef  ^bqmWK^ 

M4.1     rACTOR  li  PARItClPATION  IN  THE  ClVSi  MCSBIVB  AIR  IFLXST  (CRAf} 

11«  GovtmtttM  idll  ovAliuiA  that  itM  <«bmr  tpon  19  pstlc^tB  ipd^  ty^ 

lla«n\i  AJr  Ftaca  (CfUOO  Pragreia  w  reqirifM  V  OaittOlCA  J,  CB  J,  Md  CC  J  ofiiic  9tKM<n*l«(  Pr  W«ik  (M 

mikinf  u  nMnraKlve  («itifl<«Uon  W  One  or  nunt  of  the  cMtUkafl<w  rapdicri  fcy  Oq^ 

PCXA-Ul  (MAR  i««Ji.  or  tiMdi  ■  ininrwt  CorUik»ie  Dfl^cMpti  laell|fl)tV9. 

.>i>ewoi>tC»AI'l^rtldWi»t<>Md(>rtlltoa«hmvfffltwwiiuawdw»ieo.i»-fo  barimd  H  >  mtolMtim  WteijtcmenUh' 
>l5ciloi>.  Kiln« wM^ygaiflilPW M wgw fa rancUon tdJtt PWBtML  «>la«<lt* AMUmi li fctttfeHtWe iobdii| 

HA.i  tACTOnu  COTWOIlMANCETOMtNLMUMUQnmeMENIII 

Tho  OavommMt  will  miiIimM  d»  oIR«or'i  mu«yMMiit,  uperattoMl  «na  n«oUive  eapAfliUci  Ip  praviae  cnjiitn  dvllvviy 
•imloM  UMcli  mart  iIm  OovMnmenl'i  ninlmom  iiNdf  U  itakd  ia  Ihe  SMIdiM oil  or  Work,  SkUom 
l)w  nmit*,  iwpe  and  extMit  of  (he  n^a  dilivMy  mxvIcol 

riKiat  two,  CoolUiiiattM  |o  Minimum  Rtqgtwnnmf  wtd  H  «v>hi«l«l  on  •  la.  ir>-|o  bnii  Uid  li  ■  mlMmiifn  raqnifeqwitl 
far  >8lM4hin.  Pallu^  to  intvl  tin  miciJimm  taCMiae  for  iqJtMMt  vftlioprepoMil,  untaa  tfw  tfeflcftitdM  «m  fWCqNiUt  to 
Mqf  cenvcttd  fltraBgh  MtlftUatiimt;, 

M.4JVACTOR3t  OmCROR'S  PAIT  EXFEKBNCB 

Ite  OovcnwMM  «in  tvaluBto  (Ii6  Mlki«r't  pul  eJcpericom  i»ltb  oon«it0  M^ 

ellattB  OM  pnt|«c<a  Uial  vt  coopanMa  «q  dM  penfiMC  ooBtMoL  "Oompuatilir'  rmmm  (wpeilMM  ruMt  prqtecli  for  Iwflf 
oe«ip«fm(a  aiwlAM  Oovcnmcnl  cllom*.  vtlofsd  !■  the  tmthlinllUow  ef  deUw  pa  oofpirflM  tMvr  OoyeraDBBt  «1|Dii  Tn^ 
iMouMi  tMpiitaf  In  fctocM  of  290,WXI  th^mimti  per  yev,  oUcnt*  who  kai*  nmatoof  itMtoiwidb  loc«li<mi  »fcM»  botli 
Qipttui  fikk  i4>  And  doltvai;  HiviM  ii  pmMti^  and  IvfB  Dotdbos  af  acantnl  kaUen  «1tlila  a  iln(l»  coiponine  and/br 
OovenuKM  CuHomBr  locatiuL 

Factor  Ihrta,  Offtnir'g  Put  BxpericBW  vAb  ba  evahMitd  on  a  ft^  ao-g^butl  ttvllt  a  ailiitnuiin  nqulnmaat  ttr  adeMtsa. 
Fallnie  10  i«M  tke  tnlnlnrnn  toOAiM  ibr  M^tdhmi/thc  pn^mal.  wUat  lite  tfs5 
■iioiirtJUa  Ip  Mai  tonwAvi  thmiftii  MttmMlom. 

la  «V*lnatlfi«  pM  MimkiMe,  the  QovonHneiit  wfll  evilaite  On  othnr*!  oerpMita  1^^ 
M  a  acal^  flmibv  (o  !)w  raqaJitniaai*  of  the  OovemateM.  iWo)  !•  Bacdoo  CA,  DomeMlo  BJttmm  M 
FaclaseDelivco'<arvtoeandD6iMMlaEjiiin«S«WMlBwrlMHD^8iMllI^k|^  CattionCB, 

Pomctlo  Third  BnitoeM  Day  tnafl  facbtge  DeUvay  Servte*.  Md  SecUao  CQ  Domcitlc  Bxptcu  Frviilii  Naxt  INilnM 
Dv  DMwj  Bcrvlca  aod  DB«uUBfi)i}ir6ii  I>ni||k|  9vm«i  Bualiwii  DvIMHwy  fiervtcti 
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iM.t.«       itMerMwio  vnRuiiiui  mivio*. 

Tkc  C>onfcr4tH;tttf  «h«);i  provld*  a  noord  o<  oontlnqoa*  aankuntkbLllty  ■nd  cruktody 
tor  MvlpMntB  irtfqulrUQ  ileattonlo  sipiutur*  MtvlM  tlifMigli  «  ommmkiUI 
Blgrtttitre  Ppnn  Mnd  tlv*  kl«atronLc  rrAcldng  Tnclng  fyatMa. 

(1>       Th«  oontnotor  ahAll  provMa  *  Oo«m*r«l«l  MdMBtara  Von*  iK*t 
oonttlna  •  eeaol«t«  r»ai>H  at  tta*  ahaln 

of  ouMfcMly  o<  th*  ahipMnt.  knA  kaa  *  atandCTdlkad  l»L«ok  of  <t«ti 
«l«i»anta  MMi;«in*d  in  lootlon  k  of  tti* 

Ob  Woxm  t«07,   AlfnAtuir*  Mtd  Vatlr  MMrtf   (AT)    (■■•  8«ati<Mt  3 
Att«b)iiMint*  tor  «  eopf  of  DD  torn  1901  (.     7h*  fom  Will  utablUli 
■  wrlttwn  cffoonl  of  th*  omi  or  n^/*  ravpennlbl*  MnpioV***  or 
«4»iit«  of  th*  Contractor  who  aoitfally  aaaun*  hand-tA-haml 
r*ap(Matt)lllty  for  auoh  alilpnanta  durlno  iht  porloda  th«  ahlpiwntta 
»r«  on  lih«  grown4«     Tti*  eot»  will  provlm  a  ohaln  pf  mtatoOy  for 
th«  anlpaanE  through  v^oh  i.>r'(»ln«X  hapdlirm  point  4t  origin,   hob, 
oi-  oihar  IntarLlna  point |a)t  and  at  daatlnAtlon.     Tha  fforai  ahall 
b*  aaawstilMl  In  auffloiapt  eopioa  to  eoT«L-'all  handling  t»lnta  a»d 
provldo  a  algnad  copy  to  t.h«  opn«lgn*0  4 

(2)       Tha  Oontcaotor  ahall  psxnrld*  ooplaa  of  th«  tyonn^telml  siOAttura 
Form  to  BBCb  *oao>4nt  raquirlng  tlaatroHlo  Algn«tura  ■orvloo  »t 
«oooant  avt-op. 

<S)       Tha  Contractor  Shall  ttlao  ^rOrlda  throagh  thalr  traoklng  and 
tracing  ayata*.   an  Muto««bad  Traolng  Syatow  th^t  ahawa  cha 
ffl«v««)ant  of  fcha  ahifawftt  throagh  thft  Oantcaotor'a  ayatntx  aa 
raoocdad  by  oartaln  llaotronla  Tracking  soma.     Hhan  MLaotronla 
Tracking  adani  ara  uaad,   nalthac  tha  aotuAl  aignaturaa  of  paraona 
handllna  tha  nhipnanb  nor  a  annually  praparad  dlgnatura  aod  Tally 
Raoord  la  ragulrtd. 

|4I>        Yha  Oontraotor  ahall  prorlde  a  hard  copy  prlAtoat 

of  tha  xlaetrenlo  Traolclag  Aeana>   fconi  thalr  Antoitatad  Traolttg 
Svabaw,   «.o  tha  oonalynor  and  oonalgnaa 

MltlUn  J  bualnaaa  daya  of  dalLv^irj  of  th*  ahlpnant.     Tha  printout 
ahall  ahew  aoana  at  ploknp  and  dellvary  and  ahall  alao  ahow 
iiM3v««Bnt,   aa  applloabla,   into  and  out  of  barmlDtlaf   atatlOAa, 
and/or  Aub  iMatlma. 

(6)        Tha  contractor  ahall  provlda,   upon  mqnaat  fcoa  tba  OovariaiMnt 

aaaney/erganlaation,   tba  Idantlty  of  *aoh  p*raon  raapenaltala  for 
tha  aoana,  aa  raflaotMi  in  tha  al»crtr«>nlo  raooroa. 
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THE  JOMRHAL  OP  COMMDICe  Thunfltr.  Odobf  ^  iftos 
AIR/RAIUtRUCK 


FedEx  Has  30-Day  Period  to  Reach 
Bargaining  Agreement  With  Pilots 


By  CHfltS  ISIDCK1E     . 

FedenI  Esprtss  Corf,  nwl  to 
4nU»g  «Uk  cialflCMn  «rt«  ksep  an 
«}«  on  the  doet,  if  fMlsg  lu  vn 
dudllna,  3D  dsjri  to  rsicb  a  ecdlec- 
'ttve  barxainlog  sgreemeot  «itk  its 
plMs'  onioa  or  f«re  tbe  threat  of  a 
{oi^aciiin. 

The  Mr  Unt  PQeU  Astodatloe, 
wtdeh  rtprvnaU  approitmately  baU 
e<  tba  compaD/t  2.750  pOot],  loti- 
fltd  the  NaOooal  BfetfiatSoo  Bsard 
Tteida;  ertntBg  Qui  S  had  r«jeet«il 
tt  vflcr  of  tdauag  arbltntioD  Irom 

Ontcr  provlsioos  of  dlw  Raihrsy 
Later  Act.  wUcb  rrfBlatn  labor  re- 
lattOBS  for  the  cosonuij,  a  SMar 
c*eEiBe-c<f  period  nOnm  rtjection 
ef  aiwtnUioB.  If  tbe  ttsjmtt  tvtuittt 
■nsolTed  aftar  tltat  pcrisd  aitfaer 
aide  coaM  initiate  ecaoomie  atCSoa 
spiBt  tba  oihsr.  Tbs  tetSis:  Ic; 
acreenxat  b  l£OJl  BDT  oo  Nov.  2S. 

Ike  Air  Line  Piloti  AaodaUon 
wiS  mtk«  every  t«asoubl«  eScrt  to 
Mttl*  (hb  4lq^  tkroocb  neiptlA- 
tiam,*  Bid  Joe  tePete.  minma  of 
tte  FedBx  pOots'  naUtz  exectUre 
i  omndl,  m.  woA  of  ALPA.  *Ve  oootiiv- 
.  ce  to  hope  that  sonxoee  Id  laaaaga- 
•'veit'WI.rMlM'tttt  bdhsn  to 
ImDoflalaiy  riMtve  tMi  axpiria  mi 
aa  «irt>»t^  baaU  b  In  no  oael.  iat- 


tBCBt,  eapecSally  ttw  entonKii  of 
FedEx.' 

Tte  t<UB  declared  aaCmpBR  la 
the  17-caaatb  talks  hit  Tknsda;, 
and  offered  tbe  tvo  riiea  »ihwft»g 
asMtratloa  Tbe  pOels  eoDdtloMOly 
accepted  tkat  oOer.  bol  gave  Ibe 
conpaB;  anlfl  Eloodn  ai^  to  do 
likewise.  Uoder  tbe  RLA.  boUi  sides' 
aceoneot  is  needed  Car  Uodiiic  ar- 
bliradoB  to  take  place 

Wbaa  tbe  coBtpanr  failed  to  ao- 
oept  tkt  tdfer  Ktmlxj,  tbe  pIMs 
said  tber  bad  no  dMt»  bol  to  reject 
tbe  offer. 

*Otr  deadBoe  was  o«r  dcadtise.' 
laid  Will  JohBSOD,  nyntewnan  for 
tbe  QBtca  *Wbat  tbey  (FedEx)  did 
Moodzy  was  aaotber  attempt  to  qm 
delar  tactics  to  drai  ttds  oot  Ifi 
wfaai  they're  bees  dofac  (or  tfae  !as( 
IT  bo  tt  SMBtbs.  To  ptoCact  tbe  Ii>- 
lerests  ot  oar  i^ots  and  keep  Oix 
prates  roDlo&  we  receded  anittra- 
tkB.* 

SUrlee  Cluk.  a  ^okccwopiaa  for 
Virfg*^  dl^wted  tbe  saiatfs  eUlm 
tbat  BUDaiemeot  was  responribla 
fn- tfae  cooOot-off  period. 

ItepriSesB  at  how  ALPA  cboMs 
to  duraderin  K,  tber  etear]f  kav« 
beai  tlw  <M  tB  ctocsa  to  nject 
BbtlHtiifl.  We  did  Bot  rt}eet  aiU- 
tntSaa.'  ate  aaM. 

She  ilw  rtjKeted  FedKk't  bc^ 


that  a  wtflemrnt  can  be  readied 
dorim  (be  aezt  SO  dayi. 

*tMl%  bees  oar  poaiUoa  fram 
day  ooB,*  she  tatd. 

Tbe  Maioa.  was  cerOfled  after  a 
famisiog  orgaiidBg  battle  is  Jaae 
tMS.  b«t  tbe  ootupaRT  coaliaaed  .te 
appeal  that  etrtdlcaUeq  ontU  tbe 
ODd  of  that  year.  Talki  b^aa  &. 
March  UM.  and  Ibe  NktB  enter^ 
the  process  tit  Jaaaarr.  Tbe  taBq 
brake  oB  on  Oct  11  No  new  Ulha 
have  been  Mt  as  of  Wednesday 
zuuiidfl^ 

Tbe  ptbts  coDteed  that  FedEx  Ja 
teeUag  a  cnees&tea  contract  tfaBK 
wis  require  ihejB  te  work  XDorv 
days  to  ttiUmu  Ibe  same  fey  twk. 
Tbe  company  sayi  It  U  offerlBg 
wag*  and  bcBdIl  InprvKBMtiKbiit 
that  it  aee^  prwlaeUrity  fanpcwti. 
raeoAa. 

BSr  Qati  istd  the  pilcts  mahs  ta 
average  of  tlOO.000  a  yiar,  ^u 

««<CtllDft. 
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COVER  SECtlON 


Federal  Express  at  brink  of  showdown, 
impasse  v^ritli  pilots  threatens  busy  season 


fry  foHf  Pfpp_ 


Fwlorttl  firptea*  aiiJ  l(<  unlor>l£ec) 
pno(K  hov9  flcppttd  Id  l)m  l>tti>k  of 
n  «liaw(lv«vii  In  llioir  bHl»r  ooittrAcI 
nrgn(  ln)lcnl«.  ruljltig  (ho  SlKXtDT  ot  Mx" 
lroiibl<i  Hi  iViB  nadcn's  Mrgrtil  «X)>rs(« 
rmrlor  |it5(  ol  lllit  »lntl  of  ll>e  btity  Kol- 
Idoy  ahlnplna  weson. 

TtiB  Air  Ut\n  I'llnll  AdtOcMtloil  !••( 
>wftk  rolnrlwl  btndtn{(  »iblk«Uoo  j»rgf' 
fmnd  liy  ihn  KMIonM  M«k)I»H««>  BopkH 
ol\cr  on  liitixicia  vim  docUrBd  tn  lh« 
yeMiiid-^-linif-oIrt  lalVi.  At.PA  end 
TodRx  liOB""  •  30  dny  "noollnfl  olT 
|MirlDit  hn\  vvook  lh«l  \vi\  •nil  Nov.  29 
tki\A  Intivo  nifniflomoiil  tie*  (o  LntMi* 
n  conir«cl  ond  ptlott  froe  lo  (tk*  Ihncl- 
cr)«djnl>  «j(kmi. 

"Tnp  B<«in»  o^  'chloVnn'  <•  ofnoMly 
uimIoc  «>«y  oQM  Ut«  ImptNO  U  fomtllv 
(la(4t(tid,''Mld  otH)  toviico  (lunJIiar  wHa 
Ihn  Iklki  who  ipoko  on  condition  of 
•nonymtly.  ALPA  liiidx*.  (tdng  • 
potsnlhl  rKl  In  (h«  nynki  oC  Ui9  CQPI' 
pnny'«  Z,700-«onw  pllo»i,  hnre 
«hunned(uMiillonii)f  ■  ihlV-e.birt  ny 
*wntV•lo^^llo"  M<lon«  ihst  oopurrad 
f^xif«rtlcnlly  tn  woBnl  month*  could 
iKKituii)  wt(l<i<nninil  nmo  a  fo-calloO 
'•BlMwitp'  pnrtod  bngin*. 

Th6  (ihJoit  liag  aUf^rO  itvanit  *lnfot- 
ttinltonnt  iHcknU"  nl  Podllx  «H<M  *iid 
cInlMH  iiiailfidflnont  lim  bn«n  riwlKlt^ 
Bliig  It>  hopci)  o;  rcnwUlRni « (ln«l  con- 

'At  Ihli  momaal,  wo  tro  mot  M  (ha 
|kiIm(  of  *alf  help  yol  ao  H  nould  b« 
Inipjhopilalft  Id  pomniani  on  whal 
*)i4p»\tr«t  ot  idf-btlp  we  wotild  «n«go 
In,"  «atd  «  unlcn  auokmman.  "Bui  a« 
Oiti  proceu  mov«r#  fonvtid.  Ihfo  coun- 
cil vHII  con«W»r  all  optkmj  IImI  era 
sfToriM  na  under  ()i»  fUnMir  Labor 
AcL" 

in  •  onmnwnl  aH»»  Iho  Impawn  w«a 
daclafod.  loaoph  D«PMo,  k  PwII?<  oflp 
Inin  mid  dtalnnan  of  ll>f  MnaUr  Bxaa- 
ullvf  Connctl  of  (be  F«1tSx  AUA  unll. 
noloH,  II  liku  only  a  nnoll  pansmlagg 
ol  fnislralftd  plloli  lo  undermjiM 
FodRx'»  i«llflbflHy  end  romnfefftiy  dh- 
nipl  the  »rvt«  lyjtera-wWfl.' 

FodKx.  wh»ch"W  oallnd  (hii  AITA 


Nov.  2S  (m<?  Inovn  iiionojpmiMH/**  (o  mgiofr  a  aMrtid  nmJ  f/fofd  /w  h) 
fcilb  l/lrscrfsmx^  /ob  oofiotit. 


waee  and  work-rulo  proTlalonf 
'axlrwrra,'*  In^liled  t1i«  pitolt'  •cllcmi 
wlU  mH  havB  an  Imp«i1  on  dellverle*. 
•Wolnlond  lo  koop  lhfi«y>lcm  run- 
ning." atld  Tom  Murtln,  thn  rhiijf 
«pok««ni«n  tl  PsdMat't  M«n\phli  li«fiil- 
quarien,  "Wo  b«ll«v»  the  r«rt  majority 

flcttoiia  ItiHl  %«oiilu  dimtntch  lorvlcs  lo 
our  ourtonisr*.' 

Mirlln  atld  FadEx  Tnanaaeni(>nt 
conllnaoa  lo  bollsra  iMgortallotu 
ahoold  h«  (olng  on 

"We  tiav«  put  tn  placa  a  lali  pro- 
posal. Wa  think  U  b  a  tnlanoed  tf^n- 
miwL  AlJ'A  h»»  dioacn  iwt  (o  com* 
buck  lo  tha  l«lk«,"  Mailhi  aald.  "VoU 
}iav9  to  «k  youradf,  who  li  trylnji  lo  j^ 
an  ipijemout  «nd  who  fa  Iryhi^  to  99I 
lo  awf-halpr' 

Tha  trouMod  «antnic<  lalkl  «»9 
hnrdly  a  (iiTnrl«fi  at  a  eatrlBr  llini  hfi9 
boen  eltunohly  non-union  1*  lis  n 
years  of  e*l«tehc«.  ALJ'A  galnad  Iti 
toolhcrid  hi  a  ckua  vola  (n  1993  andtke 
lulka  tovrant  PadoTal'i  (Irit  ftifl  tibcr 
pect  h?T«  tnchad  along  alowly  ainga 
vMy  formally  began  law  yaar. 

thn  Nmilonal   MadlBitOD   Bowil, 


ivhloh  Jul  boaii  ovumaalna  ttio  lalVa  for 
»«vnral  M»ntll«,  lonnilty  titapoted 
arbltrallon  lo  IIhj  atdna  (Vt.  SO.  A1.PA 
InlHnlly  oarplcd  Ihc  nil)tliQll<)«,  hnt 
Mtd  III  aoi»t|'<wt»on  vnO  boami  on  Foil- 
arat'i  aoc«p<anc«orcondlllona  ragard- 
ItiR  Ui9  l\mli«  of  (hn  ttrbllrDllOfl, 

I^IKx  (Kirmit  riTK)i(MHt  di  wlial  Ra 
apokosRian  oollod  an  'raltfldnlly  hn- 
poawl  ifeadllne,"  «nd  AIJ>A  ftKtnaHy 
mjllod  ll«  mvn  aoonnlnnoa  oft  the  lalila 
orlngfng  Ihnl  'MTf-nalp'  porlod  4  alop 
ciraiaf, 

tloOi  aldM  «lra«md  UNta  onn  gn  on 
durln|  lh«  30-day  pnrlml,  or  anyllmo 
aHaf,  and  Ihfrt  «  rofllnicl  ngmoirmn) 
oould  V«>  raached  rt  <my  1U».  IMlnr 
IImi  Impanp,  thfl  NMD  mar  allll  pirn- 
nr«  Dm  akIoB  lo  ralurn  In  ilw  Imffiln- 
hi(  tabhi  fov  ao-caMad  "publlo  Inltrail" 
niM^Jn^a.  or  what  iimia  Inbor  atlorno^ 
wll  "/nipef-nwyKollun  * 

Wall  SIraol  haii  «u  lor  aimoanid 
vnlrapraKed  wKb  lh«  labor  conitimla- 
tlot);  F^Gx  (lock  ntnred  Ita  mmial 
high  ol  tM  I  ahuro  trhw  H  rn«i  3  l/B 
porali  on  tl»  day  AtPA  mfadod  I  ho 
proffer  of  attlhatlon,  a(lhm(j|h  U  mvo 
lip  ti.Jt  of  ihM  y  In  iIk>  folloudiifl  day. 


ENCLOSURE    (6] 


iftAmc  iyoin9/onet>*r  30,  ms      H 
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INFORMATION  PAPER 

MTOP-Q/RPP 

27  Sep  95 

SUBJECT:   Reengineering  Personal  Property  Industry  Benchmarking  Survey  Report 

1 .  Purpose:   To  provide  information  on  Survey  findings. 

2.  Facts: 

a.  Goal.  The  Industry  Benchmarking  Survey  (IBS)  was  undertaken  to  identify 
the  best  commercial  practices  for  use  in  developing  our  Reengineering  Personal 
Property  (RPP)  proposal.   The  IBS  was  performed  independently  of  information 
provided  by  carriers  and  their  representatives. 

b.  Methodology.   The  RPP  Team  sent  blind  IBS  questionnaires  to  100 
members  of  the  Employee  Relocation  Council  (ERC)  that  identified  themselves  as 
international  shippers  willing  to  share  information  with  other  ERC  members.   Twenty- 
nine  shippers  responded:  a  29%  response  rate.  This  response  rate  is  well  above  the 
10%  rate  considered  acceptable  for  general  statistical  purposes.  Attachment  One  is  an 
Executive  Summary  of  commercial  practices.   Attachment  Two  is  a  Digested  Report. 
Minor  or  atypical  answers  are  generally  dropped  out  at  each  stage  of  analysis  in  order 
to  synthesize  a  picture  of  typical  commercial  practices. 

c.  Overall  conclusions.   Most  shippers  sign  long  term  contracts  with  carriers, 
incorporating  a  standard  commercial  tariff  such  as  400-J.  The  carriers  are  not 
guaranteed  tonnage,  shipments  or  weight.  Contracts  run  from  12-36  months  or  more. 
Over  70%  of  contracts  do  not  allow  any  price  adjustments  for  the  duration,  even  long 
duration  contracts. 

d.  Standards  of  performance.   Typiciilly,  the  shippers  set  standards  of  perfor- 
mance with  input  from  the  carriers.   Most  shippers  perform  customer  satisfaction 
surveys  involving  most  of  their  employees  to  insure  that  carriers  meet  their  standards. 
These  standards  are  higher  than  those  required  by  MTMC's  Total  Quality  Assurance 
Program  (TQAP)  program: 

Percentage  of  Commercial 

Respondents    Standard 

Customer  satisfaction  rates: 
On  time  delivery 
On  time  pick  up 
Loss  &.  damage  ratios 
Claims  frequency  ratios 


58% 

93-100% 

58 

97-100% 

55 

97-100% 

55 

0-9% 

55 

0-9% 

216 


e.  Rates  and  charges.  Rates  are  discounted  30-50%  off  the  commercial  tariff 
base  prices.  Shippers  typically  pay  a  baseline  transportation  charge,  a  separate  storage 
charge,  and  few  separate  non-storage  accessorials: 

Baseline  transportation,  plus  storage,  plus  accessorials  21.0% 

Baseline  transportation,  plus  accessorials;  no  storage  charges  1 1 .0% 

Single  factor  rate  (SFR)  7.0% 

Baseline  transportation,  plus  storage  charges  3.5% 

No  answer  57.0% 

f.  Claims  and  settlements. 

(1).   Settlement  procedures.   The  carrier  pays  the  employee  directly  63% 
of  the  time  when  claims  are  settled,  i.e.  direct  settlement  with  the  member.   Employees 
have  an  average  of  120  days  to  file  a  claim,  and  the  carriers  have  30  days  to  offer  a 
settlement.   A  majority  of  shippers  have  a  "claims  office"  function  as  a  backup  if  direct 
settlement  does  not  work 

(2).   Full  replacement  value.   Making  the  employee  good  by  replacing  or 
repairing  the  lost/damaged  property  or  by  compensating  the  employee  is  commercial 
practice  (68%).   Full  replacement  is  the  preferred  method  of  making  the  employee 
good  (73%).   Where  reimbursement  is  limited  by  a  dollar  value  per  pound  per  article 
or  per  pound  times  the  weight  of  the  shipment,  the  dollar  values  are  higher  than 
MTMC's. 

(3).   Insurance  surcharges.  59%  of  respondents  are  not  charged 
separately  for  full  replacement  insurance. 


217 


Attachment  One: 

MTMC  Reengineering  Personal  Property 

Industry  Benchmarking  Survey  (IBS) 

Executive  Summary 

Interpretation.  The  statements  below  are  of  a  summary  nature.  Refer  to 
Attachment  Two  for  more  detailed  information. 

Average  annual  number  of  shipments:  538.  Largest  single  shipper  moved 
5000-6000  shipments  per  year. 

Who  moves?  About  50%  of  respondents  move  all  types  of  employees.  The 
other  shippers  mostly  move  upper  level  managers. 

Weight  of  the  average  shipment:  5000-10,000  pounds:  50%;  10,000-15,000 
pounds:  43%.  Other  industry  sources  cite  an  average  corporate  weight  of  about  9000 
pounds.  The  average  DOD  shipment  weight  is  about  5000  pounds. 

Cost  of  the  average  shipment:  $5000-$6000:  26%;  $6000-$7500:  30%. 

Average  number  of  carriers:  3.  Largest  number  of  carriers  was  9. 

How  do  you  allocate  traffic?  Every  carrier  shares:   54%.   Combination  of 
best  price  and  quality:  27%.  Comment:  A  situation  in  which  the  shipper  allocates 
traffic  among  3  high  quality  carriers  is  obviously  radically  different  from  the  DOD 
situation  in  which  the  shipper  must  allocate  traffic  among  1200  carriers  providing 
widely  different  qualities  of  service. 

Are  the  carriers  guaranteed  a  certain  number  of  shipments,  tonnage,  or 
traffic?  Almost  unanimously  No. 

How  do  you  select  the  carrier?  A  shipper  employee  or  relocation  service 
employee  selects  in  72%  of  the  respondents.  Member  selects  in  25%  of  respondents. 
The  requested  carrier  is  always  available.  Employees  do  not  have  to  wait  for  a  carrier 
to  become  available. 

Contracts.   Contracts  are  signed  directly  with  the  carrier,  not  a  third  party 
relocation  service.   A  general  commercial  tariff  such  as  400-J  is  usual  practice. 

Contract  duration.  40%  of  respondents  use  a  12  month  contract  but  a  55% 
majority  of  the  respondents  use  a  longer  duration  agreement  ranging  from  18  to  36 
months  or  open/indefinite. 

Counseling  the  employee.   Dual  counseling  by  a  shipper  office  and  by  the 
carrier  is  the  practice. 

Problem  resolution.  When  a  problem  comes  up,  the  employee  and  family  talk 
to  a  carrier  1-800  number  and  the  shipper  human  resources  office.  The  shipper 
transporter/ relocator  talks  to  the  1-800  number  and  other  carrier  offices.  Contacting 
other  offices  is  less  common.   The  1-800  number  is  also  used  to  arrange  and  trace 
shipments  (i.e.  intransit  visibility). 

Documentation.   Commercial  Bills  of  Lading  are  commercial  practice.  Some 
shippers  require  inventories,  weight  tickets,  authorizations  for  third  party  services,  and 
other  documents.  The  carrier  prepares  the  documents  for  signature. 


58% 

93-100% 

58 

97-100 

55 

97-100 

55 

0-9 

55 

0-9 
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MTMC  RPP  Industry  Benchmarking  Survey  Executive  Summary 

Management  information  reports.   The  carrier  provides  regular  management 
information  reports  to  the  shipper.  Information  rejx)rted  includes  employee  satisfaction, 
on  time  pick  up,  on  time  delivery  and  freedom  from  loss  or  damage. 

Standards  of  performance. 

Percentage  of 
Respondents    Standard 

Customer  satisfaction  rates: 

On  time  delivery 

On  time  pick  up 

Loss  &  damage  ratios 

Claims  frequency  ratios 

How  are  standards  set?  The  most  common  practice  is  for  both  shipper  and 
carrier  to  have  input  to  the  final  standards.   First  alternative  is  for  the  carrier  to  pro- 
pose standards  and  for  the  shipper  to  accept  or  reject  them  as  a  block.  The  next  alter- 
native is  for  the  carrier  to  propose  and  for  the  shipper  to  negotiate  further. 

Does  the  shipper  establish  packing  standards?  No:   75%;  Yes:  25% 

Customer  satisfaction  surveys.   80%  of  shippers  conduct  regular  customer 
satisfaction  surveys.   All  moving  employees  are  surveyed.  Who  conducts  the  surveys? 
Shipper  surveys  are  the  practice  (55%)  while  carrier  surveys  are  the  first  alternative 
(20%).   Surveys  are  typically  done  by  questionnaire.  57%  of  employees  respond  to  the 
survey.  The  shipper's  human  resources  office  and  transportation  office  collect  the 
information.   Carrier  collection  is  unusual. 

Rates  and  discounts.   Shippers  receive  an  average  discount  of  30-50%.  Com- 
ment: DOD  receives  discounts  in  the  same  general  range  as  commercial  shippers. 

Single  Factor  Rates  and  Accessorials. 

Baseline  rate,  storage  and  non-storage  accessorial  charges:  21     % 
Baseline  rate  plus  non-storage  accessorials:  10.7 

Single  Factor  Rate  only:  7 

Baseline  rate  plus  storage  charges:  3.5 

No  Answer/No:  57 

The  baseline  rate  is  based  on  weight  and  mileage  (37%). 

What  accessorials  do  you  allow? 

Percentage  of  Discounts 

Accessorial Respondents    Off  Tariff 

Storage  In  Transit  (SIT) 

Labor  Charges 

Extra  Delivery  Charges 

Waiting  Time 

Long  Term  Storage  (NTS) 

Price  adjustments.  57%  of  all  shippers  do  not  allow  any  adjustments  in  their 
agreed  prices  for  12-1-  months.  26%  allow  some  adjustments.   If  prices  are  adjustable, 
they  are  always  adjustable  downward  to  benefit  the  shipper  as  well  as  upward  to  benefit 
the  carrier.   Comment:   Industry  frequently  requests  price  adjustments  be  made  at 
intervals  of  less  than  one  year.  This  is  not  the  most  common  commercial  practice. 


79% 

37.00% 

76 

40.00 

72 

38.25 

69 

40.00 

55 

46.25 
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Price  adjustments  compared  to  contract  duration.   Industry  representatives 
frequently  state  that  long  duration  contracts  must  have  more  price  flexibility  than  short 
duration  contracts.   A  scattergram  analysis  of  price  flexibility  versus  contract  duration 
shows  no  correlation  between  the  two  factors.  This  analysis  excluded  responses  where 
the  respondent  did  not  provide  information  on  both  factors.   If  this  excluded  informa- 
tion were  included  on  a  "best  guess"  basis,  there  would  be  a  slight  trend  toward  longer 
term  contracts  being  less  flexible  than  shorter  term  contracts  ~  the  opposite  of  industry 
statements. 

Currency  fluctuations.   59%  of  respondents  allow  currency  fluctuation 
adjustments  on  their  international  shipments. 

Claims  and  full  replacement  value.   Making  the  employee  good  by  replacing 
or  repairing  the  lost/damaged  prof>erty  or  by  compensating  the  employee  is  commercial 
practice  (68%).   Full  replacement  is  the  preferred  method  of  making  the  employee 
good  (73%).  Where  reimbursement  is  limited  by  a  dollar  value  per  pound  per  article 
or  per  pound  times  the  weight  of  the  shipment,  the  dollar  values  are  higher  than 
MTMC's. 

Direct  settlement.  The  carrier  pays  the  employee  directly  (63%).  Only  one 
shipper  pays  its  employees  directly  as  DOD  currently  does. 

What  protects  the  employee  from  carrier  pressure  to  settle  claims  low  (i.e. 
below  true  value)?  69%  say  they  select  good  carriers  that  do  not  exert  unfair  pressure. 
21  %  say  the  employee's  common  sense  and  judgment.    17%  say  that  a  shipper  office 
protects  the  employee.  56%  of  shippers  have  a  claims  service  function  (including  an 
arbitration  service)  as  a  backup  to  direct  settlement  of  claims. 

Average  dollar  value  of  claim  settlements:   $542. 

Time  to  file  a  claim.   Employees  have  an  average  of  122  days  ~  rounded  off  to 
120  days  —  to  file  a  claim  and  the  carriers  have  30  days  to  offer  a  settlement. 

Insurance  coverage.   $50,000  to  $75,000  per  shipment  coverage  is  commercial 
practice. 

Insurance  surcharge.  59%  of  respondents  are  not  charged  separately  for  full 
replacement  insurance  while  31  %  are. 

Pay  for  performance.   Only  one  respondent  that  pays  for  superior  perfor- 
mance.  All  other  respondents  regard  good  performance  as  the  minimum  requirement. 
87.5%  of  carriers  do  not  penalize  the  carrier  for  poor  performance  because  this  is  not  a 
problem  for  them. 

D 
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Attachment  Two: 

MTMC  Reengineering  Personal  Property 

Industry  Benchmarking  Survey 

Digested  Report 

Methodology 

This  is  a  condensed  version  of  the  Industry  Benchmarking  Survey  (IBS)  survey 
form.  Instructions  and  answers  without  any  responses  have  been  deleted  in  many  cases  in 
the  interest  of  space.  In  some  cases,  answers  have  been  re-arrayed  in  descending  order  by 
number  of  responses  to  accentuate  the  most  common  response.  However,  when  responses 
fit  into  a  curve  (e.g.  weight  of  shipment,  cost  of  shipment,  etc.),  responses  have  not  been 
re-arrayed  because  the  curve  is  needed  for  full  understanding. 

Survey  data  is  given  in  regular  font.   Interpretations  and  comments  are  in  italics. 

Numbers  do  not  always  add  to  100%  since  some  respondents  failed  to  answer  a 
particular  question  and  some  respondents  checked  multiple  answers. 

Questions,  Answers  and  Comments 

1 .  On  the  average,  how  may  personal  property  shipments  does  your  office  make 
each  year?  538 

2.  To  what  parts  of  the  world  does  your  office  move  employees?  (Please  check  the 
answer  that  is  most  applicable) 

Worldwide  16 

The  50  United  States  and  Canada  7 

North  America  and  Europe  7 

The  48  United  States  6 

North  America  and  East  Asia/Pacific  6 

North  America  and  South  America  3 
Comment:  Respondents  were  selected  from  international  shippers. 

3.  Describe  the  employees  that  your  office  moves. 

All  types  of  employees  16 

Middle  and  lower  level  managers  9 

Mostly  senior  managers  and  executives  7 

Typical  line  employees  1 

4.  What  is  the  weight  of  your  average  shipment? 

Less  than  5000  pounds  0  15,000  to  20,000  pounds        1 

5,000  to  10,000  pounds         14 

10,000  to  15,000  pounds       12  Don't  know  1 
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5.  What  is  the  cost  of  your  average  shipment  in  dollars?  (Check  one) 
$2000  to  $3000                      1                      $6000  to  $7500  8 
$3000  to  $4000                      1                      $7500  to  $10,000  5 
$4000  to  $5000                      3                      More  than  $10,000  2 
$5000  to  $6000                      7 

Comment:  The  DOD  average  value  is  about  $5000.   Industry  average  is  higher  but  not  far 
off- 

6.  At  the  present  time,  how  many  carriers  actually  provide  employee  relocation 
service  to  your  company?  3 

Comment:  This  equates  to  an  average  of  1  carrier  per  1 79  shipments. 

I .  If  you  use  multiple  carriers,  how  do  you  allocate  traffic  among  them? 

Everyone  shares  14 

Combination  of  best  price  and  quality  7 

Random  distribution  3 

Best  quality  provided  2 

Comment:  A  commercial  situation  in  which  the  shipper  only  needs  to  allocate 
traffic  among  3  high  quality  carriers  is  obviously  radically  different  than  the  DOD  situation 
in  which  MTMC  and  the  PPSOs  must  allocate  traffic  among  1200  carriers  that  provide 
widely  differing  qualities  of  service. 

8.  Are  the  various  carriers  guaranteed  a  certain  number  of  shipments,  tonnage  or 
traffic?  Yes:    1.  No:    18.  No  Answer:    10. 

Comments:  The  18  "No"  respondents  took  the  trouble  to  write  their  answer  on  the  form. 
They  are  obviously  pretty  emphatic  about  this  point. 

9.  If  you  have  multiple  carriers,  who  selects  the  carrier  to  be  used  for  a  particular 
move? 

Someone  in  our  office  20 

Our  employee  7 

A  third  party  relocation  service  1 

Random  selection  from  the  list  1 

Comment:  The  employee  selects  the  carrier  in  only  25%  of  the  responding  firms.  An 
shipper  employee  or  relocation  service  employee  selects  the  carrier  in  72%  of  the  firms. 

10.  Is  the  requested  carrier  always  available?  Yes:  27.   No:  2. 

I I .  Does  the  employee  have  to  wait  for  a  carrier  to  become  available?  Yes:  0. 
No:   29. 

Comment:  Reading  questions  10  and  11  together  presents  an  apparent  contradiction 
between  "requested  carrier"  and  "available  carrier."  Since  the  typical  shipper  has  3 
carriers,  the  employee  probably  goes  immediately  to  carrier  #2  if  carrier  ftl  is  not 
available,  and  therefore,  does  not  have  to  wait  for  a  carrier. 
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12.  Is  your  contractual  agreement  signed  directly  with  one  or  more  commercial 
carriers,  or  is  it  signed  with  a  third  party  contractor  that  employs  the  actual  carriers? 

Signed  directly  with  one  or  more  carriers:  28 

Signed  with  a  third  party  contractor:  2 

13.  What  type  of  agreement  do  you  have  with  your  personal  property  carrier  or 
carriers?  (Check  all  that  apply) 

General  commercial  tariff  such  as  400-J  26 

Non-tariff  contract  2 

Each  move  is  negotiated  separately  1 

Unknown  1 

14.  How  total  many  months  is  your  contractual  agreement  good  for? 

No  Answer:  2 

12  months:  1 1 

18  months:  1 

24  months:  5 

36  months:  4 

Open  or  indefinite:        6 
Comment:  The  most  common  duration  of  contractual  agreement  is  12  months  (40%  of  the 
respondents),  but  a  majority  of  respondents  (55%)  use  longer  duration  agreements. 

15.  Who  counsels  your  employees  on  their  move? 

Our  company  human  resources/personnel  office  19 

A  carrier  employee  1 1 

Our  company  transportation  office  5 

A  third  party  relocation  service  4 

Our  company  relocation  office  4 
Comment:  Dual  counseling  is  commercial  practice. 

16.  Who  does  the  employee  (or  the  employee's  family)  talk  to  when  a  problem 
comes  up  on  a  move? 

A  carrier  1-800  number  17 

Our  company  human  resources  office  17 

Our  company  transportation  office  7 

A  carrier  office,  but  not  a  1-800  number  5 

A  third  party  relocation  service  employee  2 

Our  company  relocation  office  2 

Our  company  president  1 

17.  Who  do  you  talk  to  when  a  problem  comes  up? 

A  carrier  office,  but  not  a  1-800  number  15 

A  carrier  1-800  number  1 1 

The  carrier  company  president  6 

Our  company  human  resources  office  2 
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A  third  party  relocation  service  employee       1 
Our  company  transportation  office  1 

Booking  agent  1 

18.  Does  your  carrier  maintain  a  1-800  number?    Yes:   28.   No:   0. 

Is  this  number  used  to  arrange  for  shipping  and  storage  services? 

Yes:  23.  No:  3. 
Is  this  number  used  to  trace  shipments  in  transit  (i.e.  Intransit  Visibility)? 

Yes:  19.  No:  4. 
Comment:  A  1-800  number  or  equivalent  is  common  commercial  practice. 

19.  Who  is  allowed  to  call  the  1-800  number? 

The  moving  employee  16 

Anyone  14 

The  moving  employee's  family  13 

Our  company  human  resources  office  10 

Our  company  transportation  office  6 

Our  company  relocation  office  1 

20.  Describe  the  process  of  creating  the  documents  needed  to  legally  move  the 
shipment. 

a.  Do  you  and/or  your  carrier  use  a  Commercial  Bill  of  Lading  (B/L, 
CBL)?  Yes:   27.   No:   0. 

b.  What  other  documents  do  you  and  your  carrier  need  and  use? 

Inventory:  9 

Other:  6 

Weight  tickets:  5 

Third  party  authorization:  3 

Packing:  2 

c.  Who  prepares  these  documents  for  signature? 

The  carrier  25 

Our  company  human  resources  office  3 

Our  company  transportation  office  2 

Employee  1 

21.  a.  Does  your  carrier  provide  management  information  reports  to  your  office? 

Yes:  22.  No:   7. 

b.   If  so,  what  information  does  the  carrier  report  to  you? 
Employee  satisfaction  17 

On  time  pick  up  11 

On  time  delivery  1 1 

Free  of  damage  to  property  9 
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Free  of  loss,  theft,  or  pilferage  5 

Shipments,  weights,  mileage  5 

Periodic  reports  5 

Storage  3 

Total  cost  2 

Costs  and  savings  2 

Claims  1 

22.  What  are  the  standards  of  performance  to  which  you  hold  the  carrier? 

Customer  satisfaction  rates:    17        93+% 

On  time  delivery  ratio:  17        97  + 

On  time  pick  up  ratio:  16        97  + 

Loss  &  damage  ratios:  16         9-  % 

Claims  frequency  ratios:         16         9- 

GSA  Approved  1 

Claims  resolution  time  1 

We  are  now  setting  standards      2 
Comment:  Some  good  benchmarks  for  the  quality  assurance  portion  of  the  requirements 
and  the  RFP.    The  reference  to  "now  setting  standards "  means  that  one  shipper  was 
reengineering  its  program  when  we  surveyed  ami  another  shipper  got  some  ideas  from  our 
questionnaire. 

23.  Do  you  establish  standards  for  packing  and/or  crating  of  the  shipment? 

Yes:  7.   No:  21.   No  Answer:    1. 

24.  How  are  performance  standards  established?  (Please  check  all  that  apply.) 

The  carrier  proposes  standards  to  our  office  when  bidding  to  perform 
services  for  us  (i.e.  performance  management)  1 1 

Our  transportation  office  writes  the  standards. . . 
With  carrier  input  8 

Without  carrier  input  2 

Our  human  resources  office  writes  the  standards... 
With  carrier  input  6 

Without  carrier  input  5 

Another  office/individual  in  our  company  writes  the  standards. . . 
With  carrier  input  2 

Without  carrier  input  0 

A  third  party  (not  the  carrier  or  our  company)  writes  the  standards 

1 
Our  company  relocation  office  1 

We  are  now  setting  standards  1 

Comment:  In  summary,  the  usual  practice  is  for  the  shipper  and  the  carrier  to  both  have 
input  to  the  final  standards.    The  first  alternative  is  for  the  carrier  to  propose  standards  in 
its  offer  and  for  the  shipper  to  accept  or  reject  them  (see  the  next  question). 
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25.  Once  performance  standards  are  "placed  on  the  table",  are  they  accepted  or 
rejected  as  a  block,  or  is  there  further  negotiation  between  the  carrier  and  your  office? 

Accepted/Rejected  as  a  Block  13 

Further  Negotiation  9 

26.  Do  you  conduct  regular  customer  satisfaction  surveys  of  your  employees? 

Yes:  20.   No:  4. 

a.  Who  do  you  survey? 

All  moving  employees  24 

A  random  sample  of  employees  1 

Comment:  A  100%  survey  is  commercial  practice  as  is  required  by  the  DOD  Total  Quality 
Assurance  Program  (TQAP). 

b.  Who  conducts  the  surveys? 

An  office  of  our  company  16 

The  carrier  (no  double-check  by  us)  6 

The  carrier  (but  we  double-check)  5 

Relocation  office  4 

A  third  party  organization  1 

An  employee  team  (or  union)  0 
Comment:  Shipper  survey  is  the  standard.    Carrier  checks  are  the  alternative. 

c.  How  are  the  surveys  done? 

Employees  fill  out  a  questionnaire  22 

Telephonically  5 

Computerized  interview  2 

Personal  interview  1 

d.  What  percentage  of  surveyed  employees  respond  to  the  survey?  57  % 

27.  What  person  or  what  office  collects  the  carrier/contractor  performance 
information? 

Our  company  human  resources  office  13 

Our  company  transportation  office  8 

The  carrier/contractor  3 

Our  company  relocation  office  3 

Another  office  in  our  company  2 

A  third  party  relocation  service  2 

An  employee  team  (or  union)  0 

Comments:  Many  of  the  respondents  place  responsibility  for  quality  of  life  issues  in  their 
human  resources  office,  vice  their  transportation/ relocation  office.   Many  of  the 
respondents  separate  relocation  from  transportation  whereas  DOD  sees  relocation  as  a 
function  subordinate  to  transportation. 
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Please  describe  your  system  of  paying  for  transportation  services  below. 

28.   How  are  the  transportation  charges  constructed? 

a.  Our  discount  is  30-50%  25 
Our  discount  is  more  than  50%  of  the  baseline  tariff  rate      2 

Comment:  The  30-50%  range  is  obviously  the  industry  standard.   DOD  discounts  are  also 
in  this  range.   Note  that  the  range  is  a  fairly  broad  band  to  shoot  for. 

b.  Do  you  use  a  Single  Factor  Rate  (SFR)  to  pay  for  all  services? 

SFR,  storage,  and  non-storage  accessorial  charges 

6 

SFR  plus  accessorial  charges  other  than  storage 

3 

A  SFR  pays  for  all  services  2 

SFR  plus  storage  charges  1 

No  Answer/No  16 

Comment:  Commercial  practice  is  a  baseline  transportation  charge,  a  storage  charge,  and 
some  accessorial  charges.    The  first  and  second  alternatives  are  to  have  fewer  accessorial 
charges,  not  more.   Certainly  not  138  accessorials  as  exist  in  the  present  DOD  program. 

c.  What  is  the  Single  Factor,  or  baseline,  Rate  based  on? 

Weight  and  mileage  10 

Mileage  only  2 

Weight  only  1 

No  Answer/ No  14 

d.  What  accessorial  charges  do  you  allow?  (If  a  type  charge  given  below  is 
not  applicable,  please  mark  the  charge  "N/A".) 
Service Charges Discounts  Off  Tariff 


Storage  In  Transit  (SIT) 

23 

37.00 

Labor  Charges 

22 

40 

Extra  Delivery  Charges 

21 

38.25 

Waiting  Time 

20 

40 

Long  term  storage 

16 

46.25  % 

3rd  party  Services 

1 

Shuttle  Services 

1 

3rd  Proviso  Shipments 

1 

29. a.   Does  your  contract  (or  other  agreement)  allow  price  adjustments  or  are  all 
rates  and  charges  frozen  during  the  duration  of  the  contract?  (Please  check  the  answer  that 
best  describes  your  situation) 

All  rates  and  charges  are  frozen  for  the  duration  13 

Most  rates  and  charges  are  frozen,  but  some  are  adjustable 

6 
All  rates  and  charges  are  adjustable  3 
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Most  rates  and  charges  are  adjustable,  but  some  are  frozen 

1 
Comment:  57%  of  all  shippers  do  not  allow  any  adjustments  in  their  agreed  prices  for 
12+  months!  26%  allow  some  adjustments.   Industry  frequemly  requests  price  adjust- 
ments be  made  at  intervals  of  less  than  one  year.    This  is  not  the  most  common  commercial 
practice. 

b.  If  price  adjustments  are  allowed,  are  they  adjusted  in  both  directions,  or 
do  they  adjust  upward  only? 

Adjusted  upward  only  0 

Adjusted  both  upward  and  downward  8 

No  Answer  17 

Comment:  If  inflation  and  other  prices  decline,  the  shipper  should  reap  the  benefits  as  well 
as  the  carrier. 

c.  Does  your  contract  allow  price  adjustments  on  international  movements 
due  to  currency  fluctuations?  Yes:    10.   No:  7. 

Comment:  Currency  fluctuations  are  commercial  practice. 

30.  What  is  your  policy  on  claims  against  the  carrier  for  losses  from  and/or 
damages  to  shipments  or  damages  to  their  shipments  while  in  their  custody? 

Employee  claims  are  a  serious  matter,  but  we  forgive  a  carrier  that 
makes  the  employee  good  (i.e.  repair,  replacement,  or  compensation)       19 

Employee  claims  are  a  serious  matter,  and  a  valid  claim  becomes  a 
permanent  negative  mark  on  the  carrier's  record  4 

Other  4 

Employee  claims  are  insignificant  1 

Comment:  Making  the  employee/member  good  is  commercial  practice  by  a  wide  margin 
(68%  of  the  respondents).    The  first  alternative  is  to  permanently  mark  down  the  carrier's 
record.   This  is  far  tougher  than  MTMC's  practice  of  imposing  periods  ofnonuse  and 
suspended  disqualifications. 

31.  Are  your  employees  fully  reimbursed  for  loss  or  damage? 

Fully  reimbursed;  no  limit  19 

Fully  reimbursed,  but  there  is  a  [undefined]  limit  2 

Reimbursement  is  limited  to  $  3. 15  per  pound  per  article      4 
Reimbursement  is  limited  to  $  4.00  per  pound  times  the  weight  of 
the  entire  shipment  1 

Comment:  Full  reimbursement  is  clearly  commercial  practice  (73%).    Where  reimburse- 
ment is  limited  by  a  dollar  value  per  pound  per  article  or  per  pound  times  the  weight  of  the 
shipment,  the  average  is  higher  than  MTMC's. 

32.  Who  company  actually  pays  employee  claims  for  loss  or  damage? 

The  carrier  pays  the  employee  directly  19 

An  insurance  company  pays  10 
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Our  company  pays  1 

Our  company  pays,  but  the  carrier  then  reimburses  us  0 

Comment:  Direct  settlement  is  the  standard  (63%  of  respondents).   Only  one  shipper  pays 

its  employees  directly  as  DOD  does. 

33.  How  much  insurance  is  the  carrier  required  to  carry  for  loss  or  damage? 

No  minimum  requirement  4 

$25,001  to  $50,000  per  shipment  4 

$50,001  to  $75,000  per  shipment  13 

More  than  $250,000  per  shipment  1 

Full  replacement  2 

Other  1 

Not  Applicable  1 

Unknown  1 
Comment:  $50,000  to  $75,000  coverage  is  commercial  practice. 

34.  Do  you  pay  a  separate  surcharge  for  full  replacement  insurance? 

No;  it's  part  of  the  overall  contract  price      17 

Yes;  a  surcharge  is  identified  separately         9 

Not  applicable  3 

Comment:  59%  of  respondents  are  not  charged  separately  for  full  replacement  insurance. 
31  %  are  charged  separately. 

35.  How  does  the  claims  settlement  process  work? 

a.   Do  carriers  discuss  or  offer  settlements  directly  to  the  employee? 

The  carrier  discusses  a  possible  settlement  directly  with  the  employee 
or  the  employee's  family  18 

The  carrier  and  a  representative  from  our  office  discuss  settlement 
with  the  employee  or  family  2 

A  representative  from  our  office  discusses  settlement  with  the 
employee  and  then  negotiates  with  the  carrier  2 

The  employee  goes  to  the  insurance  company  2 

Comment:  Again,  direct  settlement  is  commercial  practice. 

h.   What  protects  the  employee  from  carrier  pressure  to  settle  low? 
We  select  good  carriers  that  do  not  exert  unfair  pressure    20 
The  employee's  common  sense  and  judgment  6 

An  office  of  our  company  5 

No  Applicable  2 

Comment:  Selecting  good  carriers  solves  many  problems. 

c.   Is  an  office  of  your  company  involved  in  determining  the  amount  of  a 
clainis  settlement?   Yes:   4.   No:   24. 
Comment:  Direct  settlement. 
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d.  What  amount  of  time  does  the  employee  have  to  file  a  claim?   120  days 
Comment:  This  suggests  a  120  day  interim  time  limit  within  the  reengineered  program. 
Two  years  is  still  a  matter  of  law. 

e.  What  amount  of  time  does  the  carrier  have  to  offer  a  settlement?  30  days 
Comment:  Industry  comments  support  a  30  day  time  limit. 

f.  What  happens  if  the  carrier  and  employee  cannot  come  to  agreement  on  a 
possible  settlement? 

This  office  determines  the  settlement  13 

Nothing:  they  must  settle  things  8 

No  Answer  2 

An  arbitration  service  determines  the  settlement  1 

Good  carriers:  always  settle  1 

Comment:  56%  of  shippers  have  a  claims  service  function  (including  an  arbitration 

service)  as  a  backstop  for  direct  settlement  of  claims.   32%  do  not. 

g.  What  is  the  average  dollar  value  of  claim  settlements?  $  542 

36.  Do  you  pay  for  performance? 

a.   What  incentives  do  you  offer  for  superior  performance? 

None.  Good  performance  is  the  minimum  requirement      27 
We  pay  one  of  several  percentage  bonuses  above  the  carrier's  normal 
fee  for  service  when  performance  exceeds  certain  standards  1 

Comment:  Commercial  practice  is  not  to  pay  for  performance  (PFP).    The  one  exception 
was  pretty  emphatic  about  the  positive  results  of  PFP. 

h.  What  penalties  do  you  impose  for  inferior  performance? 
None.   This  is  not  a  problem  for  us  21 

We  deduct  a  percentage  from  their  bill  based  on  their  performance  as 
measured  above  2 

We  drop  the  carrier  1  D 
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U.S.  Small  Business  Administration 

Washington.  DC.     20416 


OCT  31  1996 

The  Honorable  Jan  Meyers 

Chairwoman 

Committee  on  Small  Business 

United  States  House  of  Representatives 

Rayburn  House  Office  Building 

Room  2  3  61 

Washington,  DC   20515 

Dear  Chairwoman  Meyers: 

This  is  in  response  to  a  question  you  asked  me  at  the  October  11, 
1995  committee  hearing  on  contract  bundling.   You  asked  for 
information  about  the  General  Services  Administration's  (GSA) 
industrial  funding  process.   Specifically,  you  asked  for  my 
comments  on  a  1  percent  industrial  funding  fee  (IFF)  proposed 
under  GSA's  contract  solicitation  for  express  small  package  and 
freight  delivery  services  as  well  as  a  4  percent  fee  charged  by 
GSA  to  all  general  freight  carriers. 

BACKGROUND 

The  source  of  authority  for  GSA  to  apply  industrial  funding  to 
certain  contracts  comes  from  section  109  of  the  Federal  Property 
and  Administrative  Services  Act  of  1949,  as  amended. 

As  provided  in  subsection  109(b)  of  the  Property  Act,  the 
Administrator  of  the  GSA  is  generally  required  to  include  the 
direct  and  indirect  costs  of  GSA's  contracting  activities  in 
prices  paid  by  GSA's  customer  agencies,  when  such  costs  are 
funded  out  of  GSA's  General  Supply  Fund.   GSA  has  in  the  past 
received  appropriations  directly  from  the  Congress  to  fund  much 
of  its  procurement  activities  and  therefore  did  not  recover  costs 
from  customer  agencies. 

However,  a  recent  Senate  Report  103-286  suggested  that  GSA  should 
fund  contract  administration  costs  through  industrial  funding 
fees  collected  from  customer  agencies  for  certain  contracts. 
Such  fees  would  be  collected  in  lieu  of  Congressional 
appropriations  to  GSA  for  performing  the  contract  administration 
functions.   A  vast  majority  of  all  GSA  contracts,  especially 
federal  supply  schedule  contracts,  include  the  collection  of 
industrial  funding  fees. 

The  Property  Act  does  not  specify  any  method  which  must  be  used 
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to  recover  costs  from  requisitioning  agencies,  giving  the  GSA 
Administrator  much  flexibility  in  determining  how  to  assign  and 
collect  such  reimbursement.   However,  industrial  funding  fees  are 
generally  collected  by  GSA  through  the  pricing  of  property  or 
services  obtained  by  user  agencies  or  by  having  contractors 
submit  fees,  based  typically  on  a  percentage  of  the  government 
sale,  directly  to  GSA. 

EXPRESS  SMALL  PACKAGE  AND  EXPRESS  FREIGHT  DELIVERY  SERVICES 

This  solicitation,  issued  in  June,  requires  the  contractor 
(up  to  three  contractors  may  be  selected)  to  include  in  its  price 
and  remit  a  one  percent  industrial  funding  fee  to  GSA  for  all 
sales  made  to  or  on  behalf  of  government  agencies.   The  proposed 
contract  has  a  five  year  projected  value  of  about  $800  million 
and  GSA  would  earn  fees  of  about  $8  million. 

It  is  believed  by  GSA  that  the  anticipated  economies  of  scale 
achieved  by  this  contractual  arrangement  will  generate  overall 
savings  to  the  government  that  will  more  than  compensate  for  the 
one  percent  fee  assessed  by  GSA. 

The  consolidation  of  procurement  administrative  services  and  the 
collection  of  fees  to  cover  the  government's  administrative  costs 
can  make  sound  economic  sense.   However,  in  this  case,  we  believe 
the  consolidation  of  administrative  services  has  contributed  to 
the  "bundling"  of  government  procurement  requirements  beyond  the 
reach  of  many  small  firms. 

GENERAL  FREIGHT  CARRIER  SERVICES 

Announced  in  April  1995  and  scheduled  to  begin  on  September  1, 
1995,  carriers  moving  freight  under  a  GSA  contract  would  be 
required  to  charge  agency  consignees  a  4  percent  surcharge 
(industrial  funding  fee)  on  the  freight  bill.   The  fee  would  then 
be  remitted  to  GSA  by  the  carrier. 

The  American  Trucking  Association  and  numerous  carriers  voiced 
strong  opposition  to  this  proposal.   Under  the  GSA  proposal, 
carriers  would  be  required  to  collect  fees  from  consignee 
agencies  and  remit  them  quarterly  to  GSA.   In  addition,  carriers 
would  be  required  to  complete  quarterly  reports  on  the  fees  which 
would  be  a  burden  on  carriers,  especially  small  firms. 

GSA  has  scratched  this  proposal  and  will  now  collect  the  4 
percent  industrial  fees  directly  from  consignee  agencies. 
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The  Office  of  Advocacy  is  not  qualified  to  comment  extensively  on 
the  need,  rate  and  value  of  industrial  funding  fees  currently 
employed  by  the  GSA. 

I  hope  this  information  is  helpful. 

Sincerely, 


W.  Glover 


rere 
x:hief  Counsel 
Office  of  Advocacy 
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JAMES  A  FOSTER,  EXECUTIVE  DIRECTOR 

AIRFORWARDERS  ASSOCIATION 

REMARKS  IN  REBUTTAL  TO  TESTIMONY  BY  ALLAN  W.  BERES 

BEFORE  THE  SMALL  BUSINESS  COMMITTEE  OF  THE  HOUSE  ON 

OCTOBER  11,  1995 


It  is  evident  from  the  testimony  of  Mr  Beres  that  the  General  Services  Administration 
(GSA)  has  little  or  no  understanding  of  the  freight  transportation  requirements  of  the 
Department  of  Defense  (DoD)  His  lack  of  understanding  of  freight  transportation  as  it 
differs  from  small  package  transportation  was  very  clear 

It  was  also  clear  from  his  testimony  that  GSA  offered  no  real  service  improvement  or  cost 
justification  for  assuming  the  management  of  DoD  freight  transportation  They  proposed 
nothing  new  or  different  from  what  DoD  was  capable  of  doing  on  its  own  In  fact,  in 
response  to  almost  every  question  his  response  was,  "because  the  customer,  DoD,  requested 
it" 

The  Department  of  Defense  last  year  met  with  a  substantial  objection  from  our  industry  and 
from  the  SBA  when  it  tried  to  bundle  the  contracts  for  this  business  on  its  own  Their 
bundling  attempt  failed  and  it  appears  that  this  is  an  attempt  by  DoD  to  accomplish  the  same 
contract  bundling  through  another  agency 

GSA  represents  an  additional  layer  of  management  on  DoD  freight  traffic  that  is  costly, 
inefficient  and  redundant  DoD  should  be  denied  the  use  of  the  General  Service 
Administration  to  accomplish  what  it  cannot  do  itself  under  the  law 
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I  would  like  to  address  one  of  Chairwoman  Meyers  closing  comments 
from  the  hearing  when  she  states  "I  am  hoping  that  there  will  be  some 
meeting  of  the  minds  here.   I  know  this  Committee  is  going  to  follow 
this  issue  very  carefully." 

I  have  been  to  a  couple  of  the  MTMC  re-engineering  meetings  with 
industry,  and  it  has  been  obvious  to  me  thus  far  that  MTMC  is  not 
interested  in  a  "meeting  of  the  minds"  on  this  matter. 

I  hope  the  efforts  of  the  Small  Business  Committee  and  the  cooperation 
of  the  moving  industry  will  persuade  MTMC  that  we  can  give  the 
Military  the  service  improvements  they  want  through  a  meeting  of  the 
minds  under  the  current  Solicitation  Program  that  will  continue  to 
allow  Small  Business  Forwarders  to  participate  as  equalization 
rate  carriers. 

Very  truly  yours. 


William  F.  Gremmels  -  President 
AALCO  FORWARDING,  INC. 


JMLCO 
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FORWARDING,  INC.. 


■ji;Qda  Lane    /     Overland  Park   Kansas  66211  1<100  USA 
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October  26,  1995 


Honorable  Jan  Meyers,  Chair 
House  of  Representatives 
Conunittee  on  Small  Business 
2301  Rayburn  House  Office  Bilding 
Washington,  B.C.    20515 

Dear  Madam  Chair: 

Thank  you  for  the  transcript  dated  October  19,  1995. 

I  am  enclosing  final  comments  in  response  to  Mr.  Moore's  closing 
remarks,  after  which  it  was  necessary  to  abruptly  end  the  hearing. 

I  think  a  winner  take  all  description  of  the  re-engineering  proposal 
is  not  misleading  or  incorrect. 

There  are  about  17,000  channels.   Mr.  Moore  states  in  his  testimony 
that  "if  you  are  the  low  bidder  in  that  channel  then  you  are  entitled 
to  that  traffic  plus  the  subcontracting  requirement." 

I  believe  this  comment  is  misleading  because  it  has  been  explained  to 
me  in  re-engineering  meetings  that  it  will  not  necessarily  be  the  low 
bidder  who  may  win  the  channel  awards,  rather  the  Carrier  who  submits 
the  best  written  proposal. 

I  find  this  kind  of  subjective  selection  proposal  highly  unfair  to 
small  business. 

The  biggest  companies  are  obviously  going  to  be  the  best  proposal 
writers. 

I  believe  the  sub-contracting  requirement  does  not  really  mean  much  to 
a  small  Forwarder  because  any  large  Carrier  winning  the  award  will  not 
sub-contract  with  a  competitor  Forwarder. 

A  small  Forwarder  such  as  mine  that  does  not  win  channels  is 
immediately  out  of  business. 


Member  H  H.G.FAA  /h  HG.FT.B./H.GCB, 
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